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OUR COMPANY

We are a leading North American manufacturer of consumer
goods packaging products with annual net sales of approximately
$2.3 billion in 2003. We operate 60 manufacturing facilities in

the United States and Canada. In North America, we are the
largest supplier of metal containers for food products and a
leading supplier of plastic containers for personal care products
and of metal, composite and plastic vacuum closures for food
and beverage products.

Our products include steel and aluminum containers for human
and pet food; metal, composite and plastic vacuum closures

for food and heverage products; and custom designed plastic
containers, tubes and closures for personal care, health care,
pharmaceutical, household and industrial chemical, food, pet
care, agricultural chemical, automotive and marine chemical
products. We market our products through a direct sales force
and for our plastic container business, in part, through a network
of distributors.
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OUR MISSION STATEMENT

The primary mission of our business is to compete and win in
the markets served. We should be the best at what we do.

In support of that mission, we believe these principles are vital:

° We must respond to the needs of the marketplace with
quality products and services, while seeking advantage
versus our competition.

o We will promote and reward excellence in the performance
of our people because we believe this is the primary way to
achieve competitive advantage.

o

Where we have or believe we can develop competitive advan-
tage, we will seek growth. Where we don’t have competitive
advantage, we will refocus, restructure or withdraw.

[+

Finally, as this mission is pursued, we will hold ourselves to
the highest standards of ethical behavior in our internal and
external relationships, engendering employee pride in the
conduct as well as the achievements of the organization.
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2003 proved to be another year of great progress for Silgan.
Since our inception in 1987, the employees of Silgan have
remained steadfastly focused on the corporate principles
articulated in Our Mission Statement on the opposite page.
We believe a constancy of purpose in pursuing these principles
provides an enterprise with the most sustainable competitive
position — a market franchise. The reward for an unwavering
commitment to creating a market leading franchise — together
with the discipline to generate consistent cash returns —should
be the creation of long-term shareholder value. Our confidence
in this approach was confirmed once again in 2003, and it
leads us to be highly optimistic about longer-term prospects

for the Company.

2003 ACHIEVEMENTS

With net sales of more than $2.3 billion in 2003, Silgan achieved
another year of record revenues. Sales of our metal food contain-
er business grew 18%, fueled by the successful integration of
acquired businesses and contributions from earlier strategic
growth initiatives. Sales of our plastic container business grew
12%, benefiting significantly from our acquisition of a plastic tube
business. Both of our core businesses sold more product than

ever before, shipping a total of more than 30 billion units.

Our success in 2003 was further strengthened by record operating
performance and continued returns on capital employed that
were well in excess of the Company’s cost of capital. While earn-

ings per share of $2.28 were below 2002’s level, these results

SRR

were negatively impacted by a loss on early retirement of debt
and rationalization costs, which combined to lower per share

earnings by $0.93.

More importantly, 2003 was another year of successfully building
the franchises of our operating businesses. By providing the
best value to our customers and offering superior technical
support and service, we have built lasting relationships that are
the foundation of sustainable market leadership positions. A
recent example is our family of Quick Top™ ends, which are
convenience ends for metal food cans featuring a large tab and
other design features for quick, easy opening. Over the past few
years, we have expanded our Quick Top™ capacity in response to
customers’ desire to provide consumers with greater speed and
convenience. This capability provides significant growth opportu-
nities for Silgan, as less than half of all food cans have been
upgraded to these value-added ends. Moreover, it represents an
important enhancement to the already unique packaging attrib-

utes of the food can.

We also continued to expand our market leading share of

the U.S. food can market — now greater than 50% — with the
acquisition of the metal food can manufacturing assets of
Pacific Coast Producers, a California agricultural cooperative.
Additionally, we became a leading U.S. manufacturer of metal
and plastic vacuum closures for food and beverage products

with the acquisition of the White Cap closures business.
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We have a clearly defined vision, one that we have followed for 17 years
and one that we will continue to execute against in 2004 and beyond.

In our plastic container business, we enhanced our franchise
position by acquiring and integrating Thatcher Tubes, a leading
manufacturer and decorator of high-end plastic tubes. This
extensive line of tubes further broadens the array of packaging
solutions for customers in the personal care market and solidifies
our position as a leader in this segment. From the start, the focus
of our plastics business has been on offering custom packaging
capabilities, as defined by product design, manufacture and
decoration, and our performance in 2003 served to reinforce this

singular purpose.

In both businesses, our competitive advantage is in delivering the
best combination of price, quality and service to our customers.
In fact, customers in the personal care market independently
rated our plastic container business as “best value” and “best
overall” supplier in the most recent “Competitive Perception”
study by MGT Information, an independent industrial market
research firm. We are proud of this accolade and believe it is

representative of our approach to all of our customers.

We are also pleased that in 2003 the capital markets rewarded
the Company for its consistent ability to deliver strong financial
results. More specifically, Silgan completed a very successful
refinancing of its debt. As a result, our cost of capital was reduced
to a level more indicative of the Company’s steady financial
performance and strong credit profile. The stock market also
rewarded our efforts in 2003, as the share price appreciated

72% over the year. We think this performance reflects the inher-
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ent value of the dependable cash flows and attractive returns on
capital that characterize our businesses. However, we believe a
discount still exists in our stock as compared to peer companies
and, therefore, we will work to increase the equity market’s
awareness of our consistent performance, earnings growth

opportunities and culture of shareholder value creation.

PLANS AND PRIORITIES
More important than recent successes is our belief that Silgan
is well positioned for the future. We are optimistic about

prospects for 2004 driven by several factors, including:

Significantly lower interest expense as a result of the

recent debt refinancing.

o Continued conversion to our family of Quick Top™

convenience ends for metal food cans.

o Completion of the restructuring of the recently acquired

Closures business.

o Continued growth of the plastic container business,
as our value-added custom strategy is expected to

present additional opportunities.

o Benefits from implementation of cost reduction and

productivity programs.

With our franchise positions well developed, we intend to focus
our substantial cash flow on debt repayment in the near term.

We set a goal of repaying between $200 million and $300 million




of debt during the next three years, absent any strategic and
immediately accretive acquisitions. We are confident that

our level of cash flow will enable us to meet this goal, which
represents approximately $11 to $16 per share of reduced debt
over this period. In the longer term, this effort will strengthen
our ability to pursue additional acquisitions to enhance existing

franchise positions or build new ones.

The importance of building franchise positions is not evidenced
merely in the financial results of any individual year, but rather
in creating shareholder value over the long term. Through our
knowledge of food cans and specialty containers, we have
consistently identified attractive opportunities to establish
franchise positions in very stable markets. By responding to the
unique requirements of customers for price, quality and service,
we have been rewarded with long-term relationships and new
business opportunities. This has allowed Silgan to grow top and
bottom line at a compounded rate in excess of 12% since our
inception 17 years ago. While specific opportunities for growth
over the next 17 years cannot be known today, we are confident
that we are in the best passible position for further expansion
and value creation. This confidence emanates from the talent,
energy and dedication of our employees — attributes for which

they have a well-deserved reputation in the market.

On a more personal note, we were disappointed to have a
long-time Director, Leigh Abramson, resign from our Board in

2003. Leigh served as a Silgan Director for almost seven years,

R. PHILIP SILVER Chairman of the Board and
Co-Chief Executive Officer ano D. GREG HORRIGAN
President and Co-Chief Executive Officer

and he was dedicated to and supportive of Silgan throughout
his tenure. We wish him well and thank him for his years of out-
standing service, counsel and support. In his place, Bill Jennings
joined the Board in 2003. Bill has extensive experience in the
areas of corporate governance, internal controls and business
risk. We are fortunate to have an individual of his stature join
the Board and assume the important responsibility of Chairman
of the Audit Committee.

CONCLUSION

We are pleased with Silgan’s accomplishments in 2003. They
build on the solid foundation that has been established over
the years and provide an even stronger base for the years ahead.
We have a clearly defined vision, one that we have followed for
17 years and one that we will continue to execute against in
2004 and beyond. We have an experienced executive team
supported by a dedicated group of employees. We thank all

of those who have worked so hard to build this Company.

Our knowledge and understanding of their level of talent and
support underpin our confidence that Silgan is “Packaged for

Success” for years to come,

OF HL. 1@47/25%

R. PHILIP SILVER D. GREG HORRIGAN
Chairman of the Board and President and
Co-Chief Executive Officer Co-Chief Executive Officer
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As a leader in stable markets

with a majority of business

under multi-year contracts,

Silgan has built truly sustainable
franchise market positions by
providing best value, unparalleled
market presence and long-term
customer relationships —
attributes on which we focus

in this Annual Report.
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metals

Diverse product lines and a willingness to invest to support changing customer
requirements — as well as a commitment to providing the technical services that
customers depend upon — are the foundation of Silgan’s sustainable market fran-
chise position. Additionally, the food can — long recognized as a superior package in
terms of food safety, shelf-life and nutritional content — now offers even greater
convenience, thus ensuring that our position will be strong for years to come.

Unrelenting dedication to quality, service and technical support
make Silgan the choice of leading U.S. food companies. '

e
As an example of the Company’s compegti\?é pp/sit/io 7Silgan’s plants are situated in
close proximity to its customers’ plan/ts/. In /so/rfwe’”Eases, they are located within plants
operated by some of the major food/companies in the United States. This extensive
geographic coverage represents anothef expression of Silgan’s dedication to best
value, market presence and customer frelationships — the attributes that cement
sustainable market franchises.
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SILGAN
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can specifications ]

Largest
convenience
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for food cans

Pioneer in vacuum
closures for food
and beverages
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plastics

Meeting the rigorous demands for superior manufacturing
quality, the ability to supply and support diverse design
specifications each and every time, plus a dedication to
T just-in-time delivery requirements are the basis for Sitgan’s
reputation in the plastic packaging industry. Aligning this
high level of quality and service with a commitment to

Our formula for success: Meet each customer’s needs
in terms of price, quality and service.

maintaining a competitive cost structure has established
Silgan as the “Best Value” supplier of plastic containers

in the personal care market for six years in a row, according
to MGT Information, an independent industry market
research firm.

A relentless focus on
providing the right mix of price
quality and service has allowed

Silgan to differentiate itself
from the competition. To our
way of thinking, we can only be
successful when we help make
our customers successful.

SILGAN
“Best Value”
annPf" supplier
/
Design packaging
to help customers
differentiate

their products

=%

oty Bl
. —}\

Offer a wide array

of plastic containers or
tubes, providing
customers choices

Recognized for
best 2003 product
innovation by
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plastics

Silgan has one of the industry’s most complete lines of machinery for blow molding, decorating and other packaging
components production, such as closures and tubes. We can provide almost every plastic polymer and technology to
satisfy the most wide-ranging needs of our customers. These needs vary

in terms of technology, processing, decorating method and, ultimately, Plastic Containers
Technology and Manufacturing Support

Silgan’s broad capabilities make the Company a Manufacturing
i

leading choice for plastic packaging solutions. Plants: 23

Headquarters: Chesterfield, MO
how the finished products are packaged for shipment. Our geographic

Commercial

presence gives both our large and small customers the advantage of Development: Norcross, GA

having their packaging products made near their filling sites. Geographic California, Connecticut,
Presence: Georgia, lllinois, Indiana,

Kentucky, Missouri, New York,
QOhio, Ontario, Pennsylvania,
Quebec, Texas, Virginia,

West Virginia
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With diverse product
capabilities and experience
that date back to the early
years of cans and bottles,
Silgan has developed unique
manufacturing and technical
resources to provide customers
with an extensive product line
and unsurpassed service

and support to meet their
packaging needs. -

——
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Metals

Shzan has esablished mietionships with the leading proeessers fn the
Unfied States. These relatiensiips have provided the eppertumity for velume
grewth, epanded our merkst share and pesitiened the Company (rF Aew eppar-
tumities. Silgan and iis predecesser companies have relationships thet span

Years of partnering with leading foed processges
provides growth, market share = and a solid ({

many tecades = an averags ef 66 years with companies sveh as Nestld,
Campbell Seup, Hermal, Del Merte and General Mills. In adeifon, we enjey
efter exclusive er leading supsly pesitions with the top twe brands in five ef
ilhe sl mejor canned eategeies.

Silgan's unique Telatonship with these langs companies has pesitioned it
1o capture a signifieant portfen of the casy-epen ene markel, 88 coOmpanies
maeve 1® convert thelr preduct ines to atract converienee-erienied Consumens.
Campbell Seup and Del Monte are recent eRmples.

)

Silgan’s customers generally
operate in very competitive
consumer food, beverage and
personal care markets. We worlk
in close partnership with our |
customers to offer value-added |
packaging soluticns that are an
important source of competitive
advantage in thelir markets.
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SILGAN

Focus on Building
Long-Term Relationships

Supplied Nestlé*
for 104 years

Supplied General Mills*
for 42 years

Supplied Campbell*
for 67 years

SILGAN

Focus on Building
Long-Term Relationships

__——— Supplied Pfizer*
for 22 years

_——— Supplied Unilever*
for 34 years

/ Supplied Avon*

for 24 years

*Includes predecessor companies

plastics

Silgan is proud of the relationships it has earned with its customers over many
years. We and our predecessors have long-standing supply positions with some
customers going back more than 30 years. A history of developing our projects

on time and on target the first time builds trust and confidence. Our customers _/

Delivering our products on time and right the first time has led
to customer relationships spanning decades.

come to us for new developments because they know we have a track record

of delivering. As the marketplace continues to grow ever more competitive,
companies that consistently deliver this level of service will win,

SILGAN HOLDINGS INC. ° Annual Report 2003 - Page 11
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The following discussion and analysis is intended to assist you in
understanding our consolidated financial condition and results
of operations for the three-year period ended December 31,
2003. Our consolidated financial statements and the accompany-
ing notes included elsewhere in this Annual Report contain
detailed information that you should refer to in conjunction with
the following discussion and analysis.

GEMERAL

We are a leading North American manufacturer of metal and
plastic consumer goods packaging products. We currently
produce steel and aluminum containers for human and pet food,
metal, composite and plastic closures for food and beverage
products and custom designed plastic containers, tubes and
closures for personal care, health care, pharmaceutical, house-
hold and industrial chemical, food, pet care, agricultural chemi-
cal, automotive and marine chemical products. We are the
largest manufacturer of metal food containers in North America,
with a unit volume market share for the year ended December 31,
2003 of approximately 51 percent in the United States, a
leading manufacturer of plastic containers in North America for
personal care products and a leading manufacturer of metal,
composite and plastic vacuum closures in North America for food
and beverage products.

Our objective is to increase shareholder value by efficiently
deploying capital and management resources to grow our
business, reduce operating costs, build sustainable competitive
positions, or franchises, and complete acquisitions that generate
attractive cash returns. We have grown our net sales at a com-
pounded annual rate of 13.6 percent over the past ten years,
largely through acguisitions but also through internal growth,
and we continue to evaluate acquisition opportunities in the
consumer goods packaging market. However, in the absence of
such acquisition opportunities, we expect to use our cash flow to
repay debt or for other permitted purposes.

SALES GROWTH

We have increased sales and market share in our metal food
container and plastic container businesses through both acquisi-
tions and, particularly in our plastic container business, internal
growth. As a result, we have expanded and diversified our
customer base, geographic presence and product lines.

MANAGEMENTS DISCUSSION AND ANALYSIS

SILGAN HOLDINGS INC.

During the past sixteen years, the metal food container market
has experienced significant consolidation primarily due to the
desire by food processors to reduce costs and focus resources on
their core operations rather than self-manufacture their metal
food containers. Our acquisitions of the metal food container
manufacturing operations of Nestlé Food Company, The Dial
Corporation, Det Monte Corporation, Birds Eye Foods, Inc. and
Campbell Soup Company, or Campbell, as well as our recent
acquisition of PCP Can Manufacturing, Inc., or Pacific Coast Can,
reflect this trend.

The metal food container market in North America was relatively
flat during this period, despite losing market share as a result of
more dining out, fresh produce and competing materials.
However, we increased our share of the market for metal food
containers in the United States primarily through acquisitions,
and we have enhanced our business by focusing on providing
customers with high levels of quality and service and value-
added features such as our Quick Top™ easy-open ends.
We anticipate that the market will decline slightly in the future,
despite increased demand for convenience products such as
single-serve sizes and easy-open ends.

We have improved the market position of our plastic container
business since 1987, with net sales increasing more than sixfold
to $561.7 million in 2003. We achieved this improved market
position primarily through strategic acquisitions, including most
recently substantially all of the assets of Thatcher Tubes LLC and
its affiliates, or Thatcher Tubes, as well as through internal
growth. The plastic container business of the consumer goods
packaging industry is a highly fragmented business with growth
rates in excess of population expansion due to substitution of
plastic for other materials. We have focused on the part of this
market where custom design and decoration allows customers to
differentiate their products such as in personal care. We intend
to pursue further acquisition opportunities in markets where we
believe that we can successfully apply our acquisition and value-
added operating expertise and strategy. With our acquisition of
Thatcher Tubes in 2003, we extended our business into decorated
plastic tubes primarily for personal care products to complement
our plastic container business. We also expect to continue to
generate internal growth in our plastic container business.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

SILGAN HOLDINGS INC.

OPERATING PERFORMAMNCE

We operate in a competitive industry where it is necessary
to realize cost reduction opportunities to offset continued com-
petitive pricing préssure. We have improved the operating
performance of our plant facilities through the investment of
capital for productivity improvements and manufacturing cost
reductions. Our acquisitions have enabled us to rationalize plant
operations and decrease overhead costs through plant closings
and downsizings and to realize manufacturing efficiencies as a
result of optimizing production scheduling and minimizing
product transportation costs. Additionally, our metal food con-
tainer business has entered into a long-term technical agreement
with Daiwa Can Company, or Daiwa, of Tokyo, Japan. Daiwa is a
major producer of metal food and beverage containers as well as
plastic containers for cosmetics and foods in Japan, and our rela-
tionship with Daiwa gives us access to manufacturing processes
and materials technologies that have been exclusively developed
by Daiwa. We have also invested substantial capital in the past
few years for new market opportunities and value-added
products such as new Quick Top™ easy-open ends for metal food
containers. Over the past five years, we have invested $494.8
million in capital‘to maintain our market position, improve our
productivity, reduce our manufacturing costs and invest in new
market opportunities.

Historically, we have been successful in renewing our multi-year
supply arrangements with our customers. Recently, our plastic
container business began to experience increased competitive
pressures from new market entrants focused on larger customers
in value-added markets. As a result, our plastic container busi-
ness extended the term of several major supply agreements with
various customers, but at lower prices, and elected not to meet
competitive bids for some products. We estimate that approxi-
mately 90 percent of our projected metal food container sales in
2004 and a majority of our projected plastic container sales in
2004 will be under multi-year arrangements. Many of these
multi-year supply arrangements generally provide for the pass
through of changes in material, labor and other manufacturing
costs, thereby significantly reducing the exposure of our results
of operations to the volatility of these costs.

Page 14 o SILGAN HOLDINGS INC. = Annual Report 2003

Our metal food container business’ sales and income from
operations are dependent, in part, upon the vegetable and fruit
harvests in the midwest and western regions of the United States.
The size and quality of these harvests varies from year to year,
depending in (arge part upon the weather conditions in those
regions. Because of the seasonality of the harvests, we have
historically experienced higher unit sales volume in the third
quarter of our fiscal year and generated a disproportionate
amount of our annual income from operations during that quarter.

USE OF CAPITAL

Historically, we have used leverage to support our growth and
increase shareholder returns. Our stable and predictable cash
flow, generated largely as a result of our long-term customer
relationships and generally recession resistant business,
supports our financial strategy. We intend to continue using
leverage, supported by our stable cash flows, and to make value
enhancing acquisitions. In so using leverage, we evaluate our
cost of capital and manage our level of debt to maintain an
optimal cost of capital based on current market conditions. In the
absence of such acquisition opportunities, we intend to use our
cash flow to repay debt or for other permitted purposes.

As we announced after completing three acquisitions in early
2003, we intend to focus on reducing debt over the next few
years. We stated that our debt at year-end 2003 would increase
by only approximately $100 million over year-end 2002 despite
spending approximately $175 million for these acquisitions,
excluding certain acquired inventory, and paying $16.9 million in
redemption premiums in connection with the redemption of our
9% Senior Subordinated Debentures due 2009, or our
9% Debentures. In fact, our year-end 2003 debt increased by
only $45.8 million as compared to 2002. Additionally, as we also
announced, in the absence of compelling acquisitions, we intend
to continue to focus on reducing our debt and expect to further
reduce our debt by $200-300 million over the next three years,
of which at least $75 million is expected in 2004.

To the extent we utilize senior subordinated debt for acquisitions
or other permitted purposes in future periods, our interest
expense may increase. Further, since the revolving loan and term
loan borrowings under our senior secured credit facility, or the
Credit Agreement, bear interest at floating rates, our interest
expense is sensitive to changes in prevailing rates of interest
and, accordingly, our interest expense may vary from period to
period. After taking into account interest rate swap agreements
that we entered into to mitigate the effect of interest rate
fluctuations, at December 31, 2003 we had $349.6 million of
indebtedness which bore interest at floating rates.




In light of our strategy to use leverage to support our growth
and optimize shareholder returns, we have incurred and will
continue to incur significant interest expense. For 2003, our
aggregate interest and other debt expense was 58.3 percent of
our income from operations as compared to 44.5 percent, 53.3
percent, 62.4 percent and 69.2 percent for 2002, 2001, 2000, and
1999, respectively.

In 2003, we took advantage of favorable debt markets and
refinanced all $500 millior principal amount of our outstanding
9% Debentures with our lower cost 64% Senior Subordinated
Notes due 2013, or our 6%4% Notes, incremental term loans and
revolving loans under the Credit Agreement and funds from oper-
ations. Due to this refinancing, in 2003 we recorded a loss on
early extinguishment of debt of $19.2 million for the premium
paid in connection with the redemption of the 9% Debentures
and for the write-off of unamortized debt issuance costs and
unamortized premium related to the 9% Debentures. As a result
of this refinancing, we expect significantly lower interest expense
in 2004 as compared to 2003,

ACQUISITIONS

‘In January 2003, we acquired substantially all of the assets of
Thatcher Tubes, a privately held manufacturer and marketer of
decorated plastic tubes serving primarily the personal care
industry. Including additional production capacity installed
shortly before the acquisition, the purchase price for the assets
was approximately $32 million in cash. Thatcher Tubes had
annual net sales of approximately $29 million in 2002. Thatcher
Tubes operates as part of our plastic container business and
extends our personal care business into decorated plastic tubes.

In March 2003, we acquired the remaining 65 percent equity
interest in the Amcor White Cap, LLC joint venture, or White Cap,
that we did not already own from Amcor White Cap, Inc. for
approximately $37 million in cash. Additionally, we refinanced
debt of White Cap and purchased equipment subject to a third
party lease for approximately $93 million. The business now
operates under the name Silgan Closures LLC, or Silgan Closures,
and is a leading manufacturer of metal, composite and plastic
vacuum closures in North America for food and beverage
products. White Cap had annual net sales of approximately
$250 million in 2002, The business operates as part of our metal
food container business.

In April 2003, we acquired Pacific Coast Can, a subsidiary
of Pacific Coast Producers, or Pacific Coast, which self-manufac-
tured a majority of its metal food container requirements. This
acquisition continued the trend of food processors selling their
metal food container manufacturing businesses. The purchase
price was approximately $44 million in cash, including approxi-
mately $29 million for inventory. As part of the transaction,
we entered into a ten-year supply agreement with Pacific Coast
under which Pacific Coast has agreed to purchase from us sub-
stantially all of its metal food container requirements. Pacific
Coast Can operates as part of our metal food container business.

RESULTS OF OPERATIONS

The following table sets forth certain income statement data
expressed as a percentage of net sales for each of the periods
presented. You should read this table in conjunction with our
Consolidated Financial Statements for the year ended December
31, 2003 and the accompanying notes included elsewhere in this
Annual Report.

Year Ended December 31, 2003 2002 2001
OPERATING DATA:
Net sales:
Metal food containers 75.7% 74.8% 74.6%
Plastic containers 24.3 252  25.4
Consolidated 100.0 100.0 100.0
Cost of goods sold 87.6 88.0 87.6
Gross profit 12.4 12.0 12.4
Selling, general and
administrative expenses 4.7 3.8 4.0
Rationalization charges (credits) 0.4 (0.2) 0.5
Income from operations 7.3 8.4 7.9
Gain on assets contributed
to affiliate — - 0.3
Interest and other debt expense 43 3.8 4.2
Income before income taxes and
equity in losses of affiliates 3.0 4.6 4.0
Provision for income taxes 1.2 1.8 1.6
Income before equity in losses
of affiliates 1.8 2.8 2.4
Equity in losses of affiliates,
net of income taxes - 0.1) (0.2)
Net income 1.8% 2.7% 2.2%

SILGAN HOLDINGS INC. ¢ Annual Report 2003 » Page 15



MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

SILGAN HOLDINGS INC.

Summary results for our business segments for the years ended
December 31, 2003, 2002 and 2001 are provided below.

Year Ended December 31, 2003 2002 200103
(Doltars in millions)
Net sales:

Metal food containers $1,750.5 $1,487.0 $1,447.4

Plastic containers 561.7 501.3 493.6
Consolidated $2,312.2 $1,988.3 $1,941.0
Income from operations:
Metal food containers@  $ 126.0 $ 1206 $ 111.6
Plastic containers @ 48.0 529 46.0
Corporate (5.9) (5.6) (5.2)
Consolidated $ 168.1 $ 167.9 $ 152.4

M Includes rationalization charges of $1.2 million in 2003, rationali-
zation credits of $5.4 million in 2002 and net rationalization
charges of $5.8 million and goodwill amortization of $2.3 million in
2001. You should also read Note 3 to our Consolidated Financial
Statements for the year ended December 31, 2003 included
elsewhere in this Annual Report.

@ Includes rationalization charges of $7.8 million in 2003, a rational-
ization credit of $0.2 million in 2002 and a rationalization charge of
$3.5 million and goodwill amortization of $2.7 million in 2001. You
should also read Note 3 to our Consolidated Financial Statements
for the year ended December 31, 2003 included elsewhere in this
Annual Report.

(3) After contributing our metal closures business to the White Cap
joint venture in 2001, we reported the results of that business
separately for periods prior to the formation of White Cap. After our
acquisition of White Cap in 2003, we report the results of Silgan
Closures as part of our metal food container business. As a result,
for 2001 we have included the results of the metal closures business
with our metal food container business. The metal closures business

had net sales of $46.3 million and income from operations of .

$3.3 million in 2001.

YEAR ENDED DECEMBER 31, 2003 COMPARED

WITH YEAR ENDED DECEMBER 31, 2002

Overview. Consolidated net sales were $2.312 billion in 2003,
representing a 16.3 percent increase as compared to 2002 primar-
ily as a result of the inclusion of three businesses acquired
during early 2003. These acquisitions represent a continued
strengthening of our franchise market positions, bringing our
unit volume market share in the United States metal food can
market to over 50 percent, putting us in a leadership position in
the metal, composite and plastic vacuum closure market for food
and beverage products and further extending our product line to
plastic tubes for the personal care market. Income from opera-
tions in 2003 also increased as compared to 2002, despite the
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inclusion of $9.0 million of rationalization charges in 2003 and
$5.6 million of rationalization credits in 2002. Operating margin
in 2003 declined by 1.1 percentage points as compared to 2002
as a result of rationalization charges in 2003 as compared to
rationalization credits in 2002 and the inclusion of the acquired
Silgan Closures business. Silgan Closures had lower operating
margins than the rest of the metal food container business as it
continues to execute a major restructuring program initiated
prior to our acquisition of the business. Net income in 2003 of
$42.0 million, or $2.28 per diluted share, declined by $0.65 per
diluted share as compared to 2002 as a result of rationalization
charges of $9.0 million, or $0.30 per diluted share, and a loss on
early extinguishment of debt of $19.2 million, or $0.63 per dilut-
ed share. Both the plant rationalizations and, more importantly,
the refinancing of our debt are expected to be accretive to our
results in 2004 and beyond.

Net Sales. The $323.9 million increase in consolidated net sales
in 2003 as compared to 2002 was largely the result of higher net
sales of the metal food container business due to the recently
acquired businesses.

Net sales for the metal food container business increased $263.5
million, or 17.7 percent, in 2003 as compared to 2002. This
increase was primarily attributable to the inclusion of net sales of
the White Cap closures and Pacific Coast Can businesses.

Net sales for the plastic container business in 2003 increased |
$60.4 million, or 12.0 percent, as compared to 2002. This
increase was primarily a result of higher unit volume due largely
to the acquisition of Thatcher Tubes and higher average selling
prices due to the pass through of increased resin costs.

Gross Profit. The increase in gross profit margin for 2003 as
compared to 2002 was principally due to increased sales of
value-added products, largely offset by heightened competitive
activities in the plastic container business, inflation in employee
benefit costs and higher depreciation expense.

Selling, General and Administrative Expenses. The increase in
selling, general and administrative expenses as a percentage of
consolidated net sales for 2003 as compared to 2002 was large-
ly due to higher levels of such expenses in the recently acquired
White Cap closures and Thatcher Tubes businesses, inflation in
employee benefits costs and the favorable impact in 2002 of net
payments received in settlement for certain litigation.




Income from Operations. Income from operations for 2003
increased by $0.2 million as compared to 2002 while operating
margin decreased to 7.3 percent from 8.4 percent. The increase
in income from operations would have been $14.6 million higher
were it not for rationalization charges in 2003 as compared to
rationalization credits in 2002. During 2003, we recorded ration-
alization charges totaling $9.0 million (including the non-cash
write-down in carrying value of assets of approximately $5.3
million) related to closing two plastic container manufacturing
facilities and one metal closure manufacturing facility.
We recorded rationalization credits in 2002 totaling $5.6 million.

Income from operations of the metal food container business for
2003 increased $5.4 million, or 4.5 percent, as compared to 2002,
while operating margin decreased to 7.2 percent from 8.1 percent.
The increase in income from operations was principally due to the
inclusion of the results of the recently acquired businesses,
increased sales of Quick Top™ easy-open ends and improved
operating efficiencies, partially offset by rationalization charges
in 2003 as compared to rationalization credits in 2002, higher
depreciation expense and inflation in employee benefit costs. The
decrease in operating margin was due primarily to rationalization
charges in 2003 as compared to rationalization credits in 2002
and the inclusion of the results of Silgan Closures.

income from operations of the plastic container business for
2003 decreased $4.9 million, or 9.3 percent, as compared to
2002, and operating margin decreased to 8.5 percent from 10.6
percent. The decreases in income from operations and operating
margin were primarily a result of rationalization charges in 2003
as compared to a rationalization credit in 2002, increased pricing
pressures due to heightened competitive activities, higher
depreciation expense and inflation in employee benefits costs,
partially offset by higher unit volume and improved productivity.
Operating margin was negatively impacted as higher sales asso-
ciated with higher resin costs did not result in a corresponding
increase in income from operations.

Interest and Other Debt Expense. Interest and other debt
expense in 2003 increased $23.2 million to $98.0 million as
compared to 2002. This increase resulted primarily from a $19.2
million loss on early extinguishment of debt as a result of
refinancing all $500 million of the 9% Debentures and higher
average borrowings during the year due to three acquisitions
completed in early 2003, partially offset by a lower average
interest rate in 2003. Interest and other debt expense for 2002
included a $1.0 million loss on early extinguishment of debt relat-
ed to refinancing of our previous senior secured credit facilyity.

YEAR ENDED DECEMBER 31, 2002 COMPARED

WITH YEAR ENDED DECEMBER 31, 2001

Overview. Consolidated net sales in 2002 increased $47.3
million, or 2.4 percent, as compared to 2001 primarily as a result
of higher unit volume in the metal food container business due to
new business awarded and a stronger fruit and vegetable pack.
Income from operations increased by $15.5 million and operat-
ing margin increased to 8.4 percent due to the increased volume,
rationalization credits in 2002 as compared to rationalization
charges in 2001 and the elimination of goodwill amortization.
Partially offsetting these improvements were price adjustments
related to certain contract negotiations, higher depreciation
expense, higher costs to initially absorb new business and the
impact of contributing the metal closures business to the White
Cap joint venture in July 2001. As a result, net income for 2002
was $53.8 million, or $2.93 per diluted share, as compared to net
income of $41.8 million, or $2.31 per diluted share, for 2001. Net
income for 2002 included rationalization credits of $5.6 million,
or $0.18 per diluted share, equity in losses of White Cap of
$2.6 million, or $0.14 per diluted share, and a loss on early
extinguishment of debt of $1.0 million, or $0.03 per diluted
share. Net income for 2001 included net rationalization charges
of $9.3 million, or $0.31 per diluted share, a gain on assets
contributed to the White Cap joint venture of $4.9 million, or
$0.16 per diluted share, equity in losses of Packtion Corporation,
or Packtion, a dissolved e-commerce venture, of $3.8 million,
or $0.21 per diluted share, and equity in losses of White Cap of
$0.3 million, or $0.02 per diluted share.

Net Sales. Consolidated net sales increased $47.3 million, or
2.4 percent, for 2002 as compared to 2001. This increase was
largely the result of higher net sales of the metal food container
business and, to a lesser extent, of the plastic container busi-
ness, partially offset by the impact of contributing the metal
closure business to the White Cap joint venture in July 2001. Net
sales of the metal closure business in 2001 were $46.3 million.

Net sales for the metal food container business increased $39.6
million, or 2.7 percent, for 2002 as compared to 2001. This
increase was primarily attributable to higher unit volume princi-
pally as a result of new business on the West Coast and a
stronger fruit and vegetable pack as compared to 2001, partially
offset by the impact of contributing the metal closure business to
the White Cap joint venture in july 2001.
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Net sales for the plastic container business for 2002 increased
$7.7 million, or 1.6 percent, from 2001. This increase was
primarily a result of higher unit volume due primarily to new
business, partially offset by lower average selling prices due
principally to the pass through of lower resin costs and a less
favorable sales mix.

Gross Profit. The decrease in gross profit margin for 2002 as
compared to 2001 was principally due to the effect of price
adjustments related to certain contract negotiations, higher
manufacturing costs to initially absorb new business in the metal
food container business and higher depreciation expense,
partially offset by higher volume and the elimination of goodwill
amortization in both the metal food container and the plastic
container businesses.

Selling, General and Administrative Expenses. The decrease in
selling, general and administrative expenses as a percentage of
consolidated net sales for 2002 as compared to 2001 was
primarily due to net payments received in settlement of certain
litigation in 2002, partially offset by higher selling and commer-
cial development expenses in the plastic container business.

Income from Operations. Income from operations for 2002
increased by $15.5 million, or 10.2 percent, as compared to
2001, and operating margin increased to 8.4 percent from 7.9
percent. Income from operations and operating margin were high-
er in both the metal food container and plastic container busi-
nesses. We recorded rationalization credits in 2002 totaling $5.6
million and net rationalization charges of $9.3 million in 2001.

Income from operations of the metal food container business
for 2002 increased $9.0 million, or 8.1 percent, as compared to
2001, and operating margin increased to 8.1 percent from
7.7 percent. The increases in income from operations and operat-
ing margin were principally due to higher volume, rationalization
credits in 2002 as compared to net rationalization charges in
2001 and the elimination of goodwill amortization, partially
offset by the effect of price adjustments relating to certain con-
tract negotiations, the impact of contributing the metal closures
business to the White Cap joint venture in july 2001, higher
depreciation expense, higher manufacturing costs to initially
absorb new business, start-up costs related to the manufacture
of convenience ends and increased employee health and welfare
costs. Income from operations of the metal closures business in
2001 was $3.3 million.
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Income from operations of the plastic container business for
2002 increased $6.9 million, or 15.0 percent, as compared to
2001, and operating margin increased to 10.6 percent from 9.3
percent. The increases in income from operations and operating
margin were primarily a result of higher volumes, a rationalization
charge recorded in 2001, the elimination of goodwill amortization
and improved operational efficiencies, partially offset by higher
depreciation expense, higher selling and commercial develop-
ment expenses and higher employee health and welfare costs.

interest and Other Debt Expense. Interest and other debt
expense decreased $6.4 million in 2002 as compared to 2001.
This decrease resulted primarily from a lower average interest
rate and approximately $75 million in lower average borrowings
during 2002 as compared to 2001. Despite an add-on issuance of
$200 million of 9% Debentures and higher interest rate spreads
over LIBOR, we experienced a lower average interest rate in
2002 as compared to 2001 as a result of lower LIBOR rates.
Interest and other debt expense for 2002 included a loss on early
extinguishment of debt of $1.0 million for the write-off of
unamortized debt issuance costs related to our previous senior
secured credit facility.

Statement of Financial Accounting Standards, or SFAS, No. 142,
“Goodwill and Other Intangible Assets,” required us to eliminate
the amortization of goodwill effective jJanuary 1, 2002. For 2001,
we recorded goodwill amortization of approximately $5.0
million, or $0.17 per diluted share. During 2002, the metal food
container and plastic container businesses benefited from
the elimination of $2.3 mitlion and $2.7 million, respectively, of
goodwill amortization.

CAPITAL RESOURCES AND LIQUIDITY

Our principal sources of liquidity have been net cash from
operating activities and borrowings under the Credit Agreement.
Qur liquidity requirements arise primarily from our obligations
under the indebtedness incurred in connection with our acquisi-
tions and the refinancing of that indebtedness, capital
investment in new and existing equipment and the funding of
our seasonal working capital needs.

During 2003, we amended the Credit Agreement to, among other
things, increase the uncommitted incremental term loan facility
by $200 million and provide us with greater ability to redeem our
9% Debentures or any other subordinated indebtedness.




In March 2003, we completed a $150 million incremental term
loan borrowing under the Credit Agreement and used the pro-
ceeds largely to finance the acquisitions of White Cap and
Thatcher Tubes. In December 2003, we completed an additional
$200 million incremental term loan borrowing under the Credit
Agreement and used the proceeds and other funds to redeem
outstanding 9% Debentures. The terms of these incremental term
loans are the same as those for B term loans under the Credit
Agreement. Our uncommitted incremental term loan facility under
the Credit Agreement at December 31, 2003 was $125 million.

In November 2003, we issued $200 million aggregate principal
amount of 6% Notes. The issue price for the 6%% Notes was
100% of their principal amount. The 6%% Notes are general
unsecured obligations of the Company, subordinate in right of
payment to obligations under the Credit Agreement and
effectively subordinate to all obligations of the subsidiaries of
the Company. Interest on the 6%% Notes will be payable semi-
annually in cash on the 15th day of each May and November. The
net cash proceeds from this issuance and other funds were used
to redeem our 9% Debentures.

During 2003, we redeemed all $500 million of our outstanding
9% Debentures. The redemption price was 103.375% of the
principal amount, or $516.9 million, plus accrued and unpaid
interest to the redemption date. We funded this redemption with
the proceeds from the issuance of the 64% Notes, incremental
term loans and revolving loans under the Credit Agreement and
funds from operations. As a result of this redemption, we expect
significantly lower interest expense in 2004 as compared to
2003. We recorded a loss on early extinguishment of debt
of approximately $19.2 million in 2003 for the premium paid in
connection with this redemption and for the write-off of unamor-
tized debt issuance costs and unamortized premium related to
the redeemed 9% Debentures. This loss on early extinguishment
of debt was recorded as interest and other debt expense in our
Consolidated Statements of Income,

In 2003, we used cash from incremental term loan borrowings of
$350 million, cash from operations of $234.9 million, proceeds
from the issuance of the 6%% Notes of $200 million, cash
balances of $46.2 million, net borrowings of revolving loans of
$25.0 million, proceeds from asset sales of $3.7 million and
proceeds from stock option exercises of $0.6 million to redeem
the 9% Debentures for $516.9 million, purchase businesses for
$207.8 million, fund capital expenditures of $105.9 mitlion,
repay term loans under the Credit Agreement of $23.6 million
and pay debt issuance costs of $6.2 million.

In 2003, trade accounts receivable, net, inventories and trade
accounts payable increased primarily due to acquisitions
completed in 2003. The increase in inventories was partially off-
set by a successful finished goods inventory reduction program
in our metal food container business.

in 2002, we used proceeds of $206.0 million from an add-on
issuance of 9% Debentures, cash generated from aperations of
$163.3 million, proceeds from stock option exercises of $4.3 mil-
lion and proceeds from asset sales of $1.9 million to fund capital
expenditures of $119.2 million, net repayments of revolving loans
and long-term debt of $193.6 million and debt issuance costs of
$22.4 million and to increase cash balances by $40.3 million.

In 2002, trade accounts receivable, net decreased $20.2 million
to $124.7 million as compared to 2001, primarily due to the
timing of sales. Inventories increased $10.2 million to $272.8
million in 2002 as compared to 2001 primarily due to the timing
of sales and raw material purchases.

. In 2001, we used cash generated from operations of $143.0

million, cash proceeds from the White Cap joint venture of $32.4
million, proceeds from asset sales of $3.9 million, cash balances
of $2.0 million and proceeds from stock option exercises of
$1.0 million to fund capital expenditures of $93.0 million,
net repayments of revolving loans and long-term debt of $86.3
million and our investment in Packtion of $3.0 million.

As of December 31, 2003, there were $25.0 million of revolving
loans outstanding under the Credit Agreement, and, after taking
into account outstanding letters of credit, the available portion of
the revolving loan facility under the Credit Agreement was
$352.1 million. Revolving loans under the Credit Agreement may
be borrowed, repaid and reborrowed until their final maturity on
June 28, 2008.

The Credit Agreement also provided us with A term loans
($83.3 million outstanding at December 31, 2003) and B term
loans ($691.3 million outstanding at December 31, 2003),
which are required to be repaid in annual installments through
June 28, 2008 and November 30, 2008, respectively. You should
also read Note 9 to our Consolidated Financial Statements for the
year ended December 31, 2003 included elsewhere in this
Annual Report.
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Under the Credit Agreement, the interest rate for all loans will be
either the Eurodollar rate plus a margin or the prime lending rate
of Deutsche Bank Trust Company Americas plus a margin. The
margins are subject to adjustment quarterly based upon financial
ratios set forth in the Credit Agreement.

Because we sell metal containers used in fruit and vegetable
pack processing, we have seasonal sales. As is common in
the industry, we must utilize working capital to build inventory
and then carry accounts receivable for some customers beyond
the end of the packing season. Due to our seasonal require-
ments, we incur short-term indebtedness to finance our working
capital requirements.

For 2004, we estimate that we will utilize approximately
$225-250 million of revolving loans under our Credit Agreement
for our peak seasonal working capital requirements, We may use
the available portion of our revolving loan facilities, after taking
into account our seasonal needs and outstanding letters of cred-
it, for acquisitions and other permitted purposes.

In addition to our operating cash needs, we believe our cash
requirements over the next few years (taking into account recent
acquisitions) will consist primarily of:

o annual capital expenditures of $90 to $110 million;

o annual principal amortization payments of bank term loans
under the Credit Agreement of $23.7 million and the repay-
ment in 2004 of $25.0 million of revolving loans outstanding
under the Credit Agreement at year-end 2003;

o our interest requirements, including interest on revolving
loans (the principal amount of which will vary depending
upon seasonal requirements) and bank term loans under the
Credit Agreement, which bear fluctuating rates of interest,
and the 6%.% Notes; and

o payments of approximately $15 million for federal, state
and foreign tax liabilities in 2004, which will increase
annually thereafter.

We believe that cash generated from operations and funds from
borrowings available under the Credit Agreement will be
sufficient to meet our expected operating needs, planned capital

expenditures, debt service and tax obligations for the foresee-

able future. We continue to evaluate acquisition opportunities in
the consumer goods packaging market and may incur additionat
indebtedness, including indebtedness under the Credit
Agreement, to finance any such acquisition. ‘
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The Credit Agreement and the indenture with respect to the 6%
Notes contain restrictive covenants that, among other things,
limit our ability to incur debt, sell assets and engage in certain
transactions. We do not expect these limitations to have a mate-
rial effect on our business or our results of operations. We are in
compliance with all financial and operating covenants contained
in our financing agreements and believe that we will continue to
be in compliance during 2004 with all of these covenants.

You should also read Note 13 to our Consolidated Financial
Statements for the year ended December 31, 2003 included else-
where in this Annual Report,

CONTRACTUAL OBLIGATIONS
Our contractual cash obligations at December 31, 2003 are
provided below:

Payment due by period
Less More
than 1-3 3-5 than
(Dollars in millions) Total 1 year years years 5 years
- Long-term delbt
obligations()  $1,002.6 $48.7 $47.3 $706.6 $200.0

Operating lease

obligations 119.1 23.8 39.6 24.0 31.7
Purchase

obligatiens 8.7 8.7 - - -
Total (3 $1,130.4 $81.2 $86.9 $730.6 $231.7

(M These amounts represent expected cash payments of our
long-term debt.

@ Purchase obligations consist of commitments for capital expen-
ditures. Obligations that are cancelable without penalty are
excluded.

() Minimum pension funding requirements and other postretirement
benefit plan funding are not included as such amounts have not
been determined. Based on current tax law, the minimum required
contributions to our pension plans are expected to be approxi-
mately $6.1 million in 2004. However, this estimate is subject to
change based on current tax proposals before Congress, as well as
asset performance significantly above or below the assumed long-
term rate of return on plan assets. During 2003, we made pension
and other postretirement benefit plan contributions of approxi-
mately $46.8 million, of which approximately $12.8 million repre-
sented minimum funding requirements.

At December 31, 2003, we also had outstanding letters of credit
of $22.9 million that were issued under the Credit Agreement.




OFF-BALANCE SHEET ARRANGEMENTS
We do not have any off-balance sheet arrangements.

EFFECT OF INFLATION AMD INTEREST RATE FLUCTUATIONS
Historically, inflation has not had a material effect on us, other
than to increase our cost of borrowing. In general, we have been
able to increase the sales prices of our products to reflect any
increases in the prices of raw materials.

Because we have indebtedness which bears interest at floating
rates, our financial results will be sensitive to changes in prevail-
ing market rates of interest. As of December 31, 2003, we had
$1.003 billion of indebtedness outstanding, of which
$349.6 million bore interest at floating rates, after taking into
account interest rate swap agreements that we entered into to
mitigate the effect of interest rate fluctuations. Under these
agreements, floating rate interest based on the three month
LIBOR rate was exchanged for fixed rates of interest ranging
from 1.3 percent to 3.8 percent. At December 31, 2003, the aggre-
gate notional principal amounts of these agreements was
$550 million (including $100 million notional principal amount
that became effective on january 1, 2004), with $250 million
aggregate notional principal amount of these agreements matur-
ing in 2004 and $100 million aggregate notional principal amount
of these agreements maturing in each of 2005, 2007 and 2008.
Depending upon market conditions, we may enter into additional
interest rate swap or hedge agreements (with counterparties that,
in our judgment, have sufficient creditworthiness) to hedge
our exposure against interest rate volatility.

RATIONALIZATION CHARGES (CREDITS) AND

ACQUISITION RESERVES

During 2003, we established acquisition reserves in connection
with our purchases of Thatcher Tubes, White Cap and Pacific
Coast Can aggregating approximately $6.0 million, recorded pur-
suant to plans that we began to assess and formulate at the date
of the acquisitions and which will be finalized during the first
quarter of 2004. As we continue to assess, formulate and finalize
our integration plans, there may be revisions to these acquisition
reserves during the first quarter of 2004. Currently, these plans
include exiting the Lodi, California metal food container manufac-
turing facility, the Chicago, Illinois and Queretaro, Mexico metal
closures manufacturing facilities and the Culiacan, Mexico
plastic container manufacturing facility. These plans include the
termination of approximately 380 plant and administrative

employees and other related plant exit costs. These reserves
consisted of employee severance and benefits costs of $4.4 mil-
lion and plant exit costs of $1.6 million related to the planned
closing of the previously discussed acquired facilities.
Through December 31, 2003, a total of $1.2 million and $0.5 mit-
lion has been expended for employee severance and benefits
and plant exit costs related to these plans, respectively. At
December 31, 2003, these reserves had an aggregate balance of
$4.3 million. Cash payments related to these reserves are
expected through 2004,

During 2003, we approved and announced to employees plans to
exit our Norwalk, Connecticut and Anaheim, California plastic
container manufacturing facilities and our Queretaro, Mexico
metal closures manufacturing facility. These plans include the
termination of approximately 120 plant employees and other
related exit costs. These decisions resulted in a charge to earn-
ings of $9.0 million, which consisted of $5.3 million for the non-
cash write-down in carrying value of assets, $2.1 million for
employee severance and benefits costs and $1.6 million for plant
exit costs. Through December 31, 2003, a total of $1.5 million
and $0.6 million has been expended for employee severance and
benefits and plant exit costs, respectively. At December 31,
2003, these reserves had an aggregate balance of $1.6 million.
Additional rationalization charges related to these facility
closings are expected in the first quarter of 2004. The timing of
certain cash payments is dependent upon the expiration of a
lease obligation. Accordingly, cash payments related to these
reserves are expected through 2010.

We recorded rationalization credits in 2002 totaling $5.6 million.
These rationalization credits included $2.4 million related
primarily to the decision to support new business requirements
by continuing to operate our Kingsburg, California metal food
container facility that was previously expected to be closed, $3.0
million related primarily to certain previously written down
assets of the metal food container business that were placed
back in service to meet business requirements and $0.2 million
related to certain aspects of a rationalization plan to close a
plastic container manufacturing facility that were completed at
amounts less than originally estimated. In 2001, we recorded net
rationalization charges totaling $9.3 million. These net rationali-
zation charges included a $5.8 million charge in the metal food
container business, comprised of a charge of $7.0 million,
including $4.2 million for the non-cash write-down in carrying
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value of assets, primarily relating to the planned closing of two
metal food container manufacturing facilities (including our
Kingsburg, California facility) and a $1.2 million credit as a result
of certain assets of the metal food container business that were
placed back in service, and a $3.5 million charge related to
closing our Fairfield, Ohio plastic container manufacturing facility.

Under our rationalization and acquisition plans, we made cash
payments of $6.0 million, $5.9 million and $6.1 million, respec-
tively in 2003, 2002 and 2001. Additional cash spending
is expected in 2004 under our 2003 acquisition plans, 2003
rationalization plans and Fairfield rationalization plan.

You should also read Note 3 to our Consolidated Financial
Statements for the year ended December 31, 2003 included
elsewhere in this Annual Report.

CRITICAL ACCOUNTING POLICIES

Accounting principles generally accepted in the United States
require estimates and assumptions that affect the reported
amounts in our consolidated financial statements and the accom-
panying notes. Some of these estimates and assumptions
require difficult, subjective and/or complex judgments. Critical
accounting policies cover accounting matters that are inherently
uncertain because the future resolution of such matters is
unknown. We believe that our accounting policies for deferred
income taxes, pension expense and obligations, rationalization
charges (credits) and acquisition reserves and testing goodwill
for impairment reflect the more significant judgments and esti-
mates in our consolidated financial statements. You should also
read our Consolidated Financial Statements for the year ended
December 31, 2003 and the accompanying notes included
elsewhere in this Annual Report.

At December 31, 2003, Silgan Can Company, or CS Can, the steel
container manufacturing subsidiary we acquired from Campbell,
had approximately $18.8 million of deferred tax assets relating
to $53.7 million of net operating loss carryforwards, or NOLs,
that expire between 2019 and 2022, for which no valuation
allowance has been established. These NOLs are available to off-
set future taxable income of CS Can. We believe that it is maore
likely than not that these NOLs will be available to reduce future
income tax liabilities based on estimated future taxable income
and the reversal of temporary differences in future periods.
Current levels of CS Can pre-tax earnings are sufficient to
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generate the taxable income required to realize our deferred tax
assets. We would reduce our deferred tax assets by a valuation
allowance if it became more likely than not that a portion of these
NOLs would not be utilized. If a valuation allowance were
established, additional expense would be recorded within the
provision for income taxes in our Consolidated Statements of
Income in the period in which that determination was made. This
process requires the use of significant judgment and estimates.

Our pension expense and obligations are developed from
actuarial valuations. Two critical assumptions in determining
pension expense and obligations are the discount rate and
expected long-term return on plan assets. We evaluate these
assumptions at least annually. Other assumptions reflect
demographic factors such as retirement, mortality and turnover
and are evaluated periodically and updated to reflect our actual
experience. Actual results may differ from actuarial assumptions.
The discount rate represents the market rate for high-quality
fixed income investments and is used to calculate the present
value of the expected future cash flows for benefit obligations
under our pension plans. A decrease in the discount rate increas-
es the present value of benefit obligations and increases pension
expense. A 75 basis point decrease in the discount rate would
increase our pension expense by approximately $2.8 million. For
2004, we reduced our discount rate from 7.00 percent to 6.25
percent to reflect market interest rate conditions. We consider
the current and expected asset allocations of our pension plans,
as well as historical and expected long-term rates of return on
those types of plan assets, in determining the expected long-
term rate of return on plan assets. A 50 basis point decrease in
the expected long-term return on plan assets would increase our
pension expense by approximately $1.3 million. For 2003, 2002
and 2001, we assumed that the expected return on our pension
plan assets was 9.0 percent.

Historically, we have maintained a strategy of acquiring
businesses and enhancing profitability through productivity and
cost reduction opportunities. Acquisitions require us to estimate
the fair value of the assets acquired and liabilities assumed
in the transactions. These estimates of fair value are based on
our business plans for the acquired entities, which includes
eliminating operating redundancies, facility closings and ration-
alizations and assumptions as to the ultimate resolution of
liabilities assumed. We also continually evaluate the operating




performance of our existing facilities and our business require-
ments and, when deemed appropriate, we exit or rationalize
existing operating facilities. Establishing reserves for acquisition
plans and facility rationalizations requires the use of
estimates. Although we believe that these estimates accurately
reflect the costs of these plans, actual costs incurred may differ
from these estimates.

SFAS No. 142 requires goodwill and other intangible assets with
indefinite lives to be reviewed for impairment each year
and more frequently if circumstances indicate a possible impair-
ment. Our tests for impairment require us to make assumptions
regarding the expected earnings and cash flows of our reporting
units. These assumptions are based on our internal forecasts.
Developing these assumptions requires the use of significant
judgment and estimates. Actual results may differ from these
forecasts. If an impairment were to be identified, it could result
in additional expense recorded in our Consolidated Statements
of income.

MEW ACCOUNTING PRONQUNCEMENTS

Effective January 1, 2003, we adopted SFAS No. 145, “Rescission
of FASB Statements No. 4, 44 and 64, Amendment of FASB
Statement No. 13, and Technical Corrections.” Among other
provisions, SFAS No. 145 rescinds SFAS No. 4, “Reporting Gains
and Losses from Extinguishment of Debt,” and SFAS No. 64,
“Extinguishment of Debt Made to Satisfy Sinking-Fund
Requirements,” such that gains or losses from the extinguish-
ment of our debt will no longer be classified as extraordinary
items. Upon adoption in 2003, the extraordinary item for loss on
early extinguishment of debt of $1.0 million before income taxes
that was recorded in the second quarter of 2002 as a result of the
refinancing of our previous senior secured credit facility with the
Credit Agreement was reclassified to loss on early extinguish-
ment of debt in our Consolidated Statements of Income.

Effective January 1, 2003, we adopted SFAS No. 146, “Accounting
for Costs Associated with Exit or Disposal Activities,” which is
applicable to exit and disposal activities that are initiated after
December 31, 2002, SFAS No. 146 addresses accounting and
reporting for costs associated with exit or disposal activities and
nullifies Emerging Issues Task Force, or EITF, Issue No. 94-3,
“Liability Recognition for Certain Employee Termination Benefits
and Other Costs to Exit an Activity (including Certain Costs

Incurred in a Restructuring).” SFAS No. 146 requires the recogni-
tion of a liability for a cost associated with an exit or disposal
activity when the liability is incurred. Under EITF Issue
No. 94-3, a liability for an exit cost was recognized at the date an
entity committed to an exit plan. The adoption of SFAS No. 146
did not have a significant effect on our financial position or
results of operations.

In December 2003, the Financial Accounting Standards Board, or
the FASB, issued a revised SFAS No. 132, “Employers’
Disclosures about Pensions and Other Postretirement Benefits.”
The revised SFAS No. 132 requires additional disclosures about
plan assets, benefit obligations, expected cash flows and net
periodic benefit costs for defined benefit plans. In 2003, we
adopted the additional disclosure requirements, except for cer-
tain disclosures about estimated future benefit payments which
are not required until 2004,

In January 2004, the FASB issued FASB Staff Position, or FSP,
No. 106-1, “Accounting and Disclosure Requirements Related to
the Medicare Prescription Drug, Improvement and Modernization
Act of 2003.” Specific authoritative guidance on the accounting
for the federal subsidy is pending, and therefore we have elected
to defer accounting for the effects of the Act as permitted by FSP
No. 106-1. As a result, in accordance with FSP No. 106-1, our
accumulated postretirement benefit obligation and net periodic
postretirement benefit costs do not reflect the effects of the Act
on the plans. Specific authoritative guidance, when issued, could
require us to change previously reported information.

In January 2003, the FASB issued Interpretation, or FIN, No. 46,
“Consolidation of Variable Interest Entities,” which expands
upon existing accounting guidance on consolidation. A variable
interest entity either does not have equity investors with voting
rights or has equity investors that do not provide sufficient finan-
cial resources for the entity to support its activities. FIN No. 46,
as revised, requires a variable interest entity to be consolidated
by a company if that company is subject to a majority of the risk
of loss from the variable interest entity’s activities or is entitled
to receive a majority of the entity’s residual returns. The provi-
sions of FIN No. 46 will be effective for us on March 31, 2004. The
adoption of FIN No. 46 is not expected to impact our financial
position or results of operations.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

SILGAN HOLDINGS INC.

FORWARD-LOOKING STATEMENTS

The statements we have made in “Management’s Discussion and
Analysis” and elsewhere in this Annual Report which are not
historical facts are “forward-looking statements” made pursuant
to the safe harbor provisions of the Private Securities Litigation
Reform Act of 1995 and the Securities Exchange Act of 1934,
as amended. These forward-looking statements are made based
upon management’s expectations and beliefs concerning future
events impacting us and therefore involve a number of uncertain-
ties and risks. Therefore, the actual results of our operations or
our financial condition could differ materially from those
expressed or implied in these forward-looking statements.
Important factors that could cause the actual results of our oper-
ations or our financial condition to differ from those expressed or
implied in these forward-looking statements include, but are not
necessarily limited to:

o our ability to effect cost reduction initiatives and realize
benefits from capital investments;

o our ability to locate or acquire suitable acquisition candidates
on acceptable terms;

o our ability to assimilate the operations of our acquired
businesses into our existing operations;

o our ability to generate sufficient cash flow to invest in our
business and service our indebtedness;

o limitations and restrictions contained in our instruments and
agreements governing our indebtedness;

o our ability to retain sales with our major customers or to
satisfy our obligations under our contracts;

o the size and quality of the vegetable and fruit harvests in the

midwest and west regions of the United States or our ability
to collect our seasonal receivables;

o our ability to obtain sufficient quantities of raw materials or to
maintain the ability to pass raw material price increases
through to our customers;

o compliance by our suppliers with the terms of our arrange-
ments with them;

o changes in consumer preferences for different packaging
products;

o competitive pressures, including new product developments
or changes in competitors’ pricing for products;
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o changes in governmental regulations or enforcement practices;

o changes in general economic conditions, such as fluctuations
in interest rates and changes in energy costs (such as natural
gas and electricity);

o changes in labor relations and costs;

o the performance of the investments in our pension plans
against the level expected;

o changes in our evaluation of goodwill recorded on our
consolidated balance sheets;

o our ability to refinance the Credit Agreement prior to its
maturity in 2008, which will depend on, among other things,
our financial condition at the time, the restrictions in the
instruments governing our then outstanding indebtedness
and other factors including market conditions; and

o other factors described elsewhere in this Annual Report or
in our other filings with the Securities and Exchange
Commission.

QUANTITATIVE AND QUALITATIVE DISCLOSURES

ABOUT MARKET RISK

Market risks relating to our operations result primarily from
changes in interest rates. In the normal course of business, we
also have limited foreign currency risk associated primarily with
our Canadian operations and risk related to commodity price
changes for items such as natural gas. We employ established
policies and procedures to manage our exposure to these risks.
Interest rate, foreign currency and commodity pricing transac-
tions are used only to the extent considered necessary to meet
our objectives. We do not utilize derivative financial instruments
for trading or other speculative purposes.

Interest Rate Risk. Our interest rate risk management objective
is to limit the impact of interest rate changes on our net income
and cash flow and to tower our overall borrowing cost. To achieve
our objectives, we regularly evaluate the amount of our variable
rate debt as a percentage of our aggregate debt. During 2003 and
2002, our average outstanding variable rate debt, after taking
into account the average outstanding notional amcunt of our
interest rate swap agreements, was 31 percent and 39 percent of
our total debt, respectively. We manage a significant portion of
our exposure to interest rate fluctuations in our variable rate
debt through interest rate swap agreements. These agreements




effectively convert interest rate exposure from variable rates to
fixed rates of interest. We have entered into these agreements
with banks under the Credit Agreement, and our obligations
under these agreements are guaranteed and secured on a pari
passu basis with our obligations under the Credit Agreement,
You should also read Notes 4, 9 and 10 to our Consolidated
Financial Statements included elsewhere in this Annual Report
which outline the principal and notional amounts, interest rates,
fair values and other terms required to evaluate the expected
cash flows from these agreements.

Based on the average outstanding amount of our variable rate
indebtedness in 2003, a one percentage point change in the inter-
est rates for our variable rate indebtedness would have impacted
2003 interest expense by an aggregate of approximately $3.9
million, after taking into account the average outstanding notion-
al amount of our interest rate swap agreements during 2003.

Foreign Currency Exchange Rate Risk. We do not conduct a
significant portion of our manufacturing or sales activity in
foreign markets. Presently, our foreign activities are conducted
primarily in Canada. Since we do not have significant foreign
operations, we do not believe it is necessary to enter into any
derivative financial instruments to reduce our exposure to for-
eign currency exchange rate risk.

Commodity Pricing Risk. We purchase commodities for our
products such as metal and resins. These commodities are
generally purchased pursuant to contracts or at market prices
established with the vendor. In general, we do not engage in
hedging activities for these commodities due to our ability to
pass on price changes to our customers.

We also purchase other commodities, such as natural gas and
electricity, and are subject to risks on the pricing of these
commodities. In general, we purchase these commodities
pursuant to contracts or at market prices. We manage up to a sig-
nificant portion of our exposure to natural gas price fluctuations
through natural gas swap agreements. During 2003 and 2002,
we entered into natural gas swap agreements to hedge approxi-
mately 40 percent and 80 percent, respectively, of our exposure
to fluctuations in natural gas prices. At December 31, 2003,
we had entered into natural gas swap agreements to hedge

approximately 25 percent of our expected 2004 exposure to
fluctuations in natural gas prices. These agreements effectively
convert pricing exposure for natural gas from market pricing to a
fixed price. You should also read Notes 4 and 10 to our
Consolidated Financial Statements included elsewhere in this
Annual Report which outlines the terms necessary to evatuate
these transactions.

Based on our natural gas usage in 2003, a ten percent change
in natural gas costs would have impacted our 2003 cost of
goods sold by approximately $1.5 million, after taking into
account the average outstanding notional amount of our natural
gas swap agreements.
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REPORT OF MANAGEMENT

The management of Silgan Holdings Inc. is responsible for the preparation and integrity of all information contained in this Annual
Report. The Company’s consolidated financial statements and other financial information are prepared in accordance with accounting
principles generally accepted in the United States and, accordingly, include certain informed judgments and estimates of management.
The Company’s independent auditors have audited the consolidated financial statements as described in their report which follows.

Management maintains a system of internal accounting and managerial controls which are designed to provide reasonable assurance
that assets are safeguarded, transactions are executed in accordance with management’s authorization and accounting records are
reliable for financial statement preparation.

An Audit Committee of the Company’s Board of Directors, consisting of directors who are not officers or employees of the Company,
meets periodically with management and the Company’s independent auditors to obtain assurances as to the integrity of the
Company’s accounting and financial reporting and to affirm the adequacy of the system of accounting and managerial controls in place.
The Company’s independent auditors have full, free and separate access to the Audit Committee to discuss all appropriate matters.

We believe that the Company’s policies and system of accounting and managerial controls reasonably assure the integrity of the
information in the consolidated financial statements and in the other sections of this Annual Report.

P A4 @LZ /YS?/\_/

R. Philip Silver D. Greg Horrigan
Chairman of the Board and President and
Co-Chief Executive Officer Co-Chief Executive Officer

e

Anthony |. Atlott
Executive Vice President and
. Chief Financial Officer
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REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders
Silgan Holdings Inc.

We have audited the accompanying consolidated balance sheets of Silgan Holdings inc. as of December 31, 2003 and 2002 and the
related consolidated statements of income, stockholders’ equity (deficiency) and cash flows for each of the three years in the period
ended December 31, 2003. These financial statements are the responsibility of the Company's management. Our responsibility is to
express an opinion on these financial statements based on our audits. -

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstate-
ment. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Silgan Holdings Inc. at December 31, 2003 and 2002, and the consolidated results of its operations and its cash
flows for each of the three years in the period ended December 31, 2003, in conformity with accounting principles generally accepted

in the United States.

As discussed in Note 1 to the consolidated financial statements, in 2002 the Company changed its method of accounting for goodwill
and other intangible assets.

émmt v LLP

Stamford, Connecticut
January 28, 2004
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CONSOLIDATED BALANCE SHEETS
SILGAN HOLDINGS INC.

December 31, 2003 2002
(Doltars in thousands, except per share data)
ASSETS
Current assets:
Cash and cash equivalents $ 12,100 $ 58,318
Trade accounts receivable, less allowances
of $3,086 and $2,864, respectively 159,273 124,657
inventories 320,194 272,836
Prepaid expenses and other current assets 53,731 43,521
Total current assets 545,298 499,332
Property, plant and equipment, net 817,850 705,746
Goodwill, net 202,421 141,481
Other assets 55,515 57,399

$1,621,084 $1,403,958

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities: ,
Current portion of long-term debt $ 48,670 $ 20,170

Trade accounts payable 211,639 172,703
Accrued payroll and related costs 65,940 56,238
Accrued liabilities . 24,518 15,825
Total current liabilities 350,767 264,936
Long-term debt 953,910 936,655
Other liabilities 195,602 139,275

Commitments and contingencies

Stockholders’ equity:
Common stock ($0.01 par value per share;
100,000,000 shares authorized, 20,958,517
and 20,916,317 shares issued and 18,273,042 and

18,230,842 shares outstanding, respectively) . 210 209
Paid-in capital 125,758 124,872
Retained earnings 60,905 18,871
Accumulated other comprehensive loss (5,675) (20,467)
Treasury stock at cost (2,685,475 shares) (60,393) (60,393)

Total stockholders’ equity . 120,805 63,092

$1,621,084 $1,403,958

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF INCOME
SILGAN HOLDINGS INC.

For the years ended December 31, 2003 2002 2001
(Dollars in thousands, except per share data)
Net sales $2,312,165 $1,988,284 $1,940,994
Cost of goods sold 2,026,687 1,749,731 1,700,708
Gross profit 285,478 238,553 240,286
Selling, general and administrative expenses 108,393 76,216 78,541
Rationalization charges (credits) 8,993 (5,603) 9,334
Income from operations 168,092 167,940 152,411
Interest and other debt expense before loss on
early extinguishment of debt 78,861 73,789 81,192
Loss on early extinguishment of debt 19,173 983 -
Interest and other debt expense 98,034 74,772 81,192
Gain on assets contributed to affiliate - - 4,908

Income before income taxes and equity

in losses of affiliates 70,058 93,168 76,127
Provision for income taxes 27,743 36,806 30,222
Income before equity in losses of affiliates 42,315 56,362 45,905
Equity in losses of affiliates _ (281) (2,554) (4,140)
Net income S 42,034 $ 53,808 $ 41,765
Basic net income per share S 2.30 $ 2.97 $ 2.35
Diluted net income per share S 2.28 $ 2.93 $ 2.31

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS® EQUITY (DEFICIENCY)
SILGAN HOLDINGS INC.

Retained  Accumulated Total
Common Stock Earnings Other Stockholders’
For the years ended Par Paid-in  (Accumulated Comprehensive Treasury Equity
December 31, 2003, 2002 and 2001 Shares Value ' Capital Deficit)  Income (Loss) Stock (Deficiency)
(Dollars and shares in thousands)
Balance at January 1, 2001 17,703 $204 $118,099 $(76,702) $ (1,588) $(60,393) $(20,380)
Comprehensive income:
Net income - - - 41,765 - - 41,765
Minimum pension liability, net
of tax benefit of $1,885 — — - - (1,966) - (1,966)
Change in fair value of
derivatives, net of tax
benefit of $2,151 — - — — (3,267) - (3,267)
Foreign currency translation - — - — (1,225) - (1,225)
Comprehensive income 35,307

Stock option exercises, including
tax benefit of $595 151 1 1,622 — - — 1,623
Difution of investment in

equity affiliate - - (1,402) - ~ - (1,402)
Balance at December 31, 2001 17,854 205 . 118,319 (34,937) (8,046) {(60,393) 15,148
Comprehensive income:

Net income - - - 53,808 - - 53,808

Minimum pension liability, net

of tax benefit of $8,336 — - - - (12,792) - (12,792)

Change in fair value of

derivatives, net of tax
provision of $314 - - — — 453 - 453

Foreign currency translation - - — — (82) - {82)

Comprehensive income ' 41,387
Stock option exercises, including

tax benefit of $2,254 377 4 6,553 — — - 6,557
Balance at December 31, 2002 18,231 209 124,872 18,871 (20,467) (60,393) 63,092
Comprehensive income:

Net income — - - 42,034 ~ - 42,034

Minimum pension liability, net

of tax provision of $3,961 - - - - 6,106 - 6,106

Change in fair value of

derivatives, net of tax
provision of $1,338 - - —_ - 2,053 - 2,053

Foreign currency translation - - - - 6,633 - 6,633

Comprehensive income 56,826
Stock option exercises, including

tax benefit of $240 42 1 886 - - - 887
Balance at December 31, 2003 18,273 $210 $125,758 $ 60,905 $ (5,675) $(60,393) $120,805

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
SILGAN HOLDINGS INC.

For the years ended December 31, ' 2003 2002 2001

(Dolltars in thousands)
Cash flows provided by (used in) operating activities:
Net income $ 42038 $ 53,808 $ 41,765
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation 110,724 94,936 89,772
Amortization of goodwill and other intangibles 590 779 5,759
Amortization of debt issuance costs 3,888 2,588 1,675
Rationalization charges (credits) 8,993 (5,603) 9,334
Loss on early extinguishment of debt 19,173 983 —
Equity in losses of affiliates 457 4,222 4,140
Gain on assets contributed to affiliate - - (4,908)
Deferred income tax provision 25,742 25,219 13,852

Other changes that provided (used) cash, net of
effects of acquisitions:

Trade accounts receivable (12,465) 20,246 19,179
Inventories 28,109 (10,209) 1,220
Trade accounts payable 25,328 (1,148) (34,293)
Accrued liabilities (6,043) (12,273) 4,312
Other, net (11,224) " (10,255) (8,824)
Net cash provided by operating activities 234,906 163,293 142,983
Cash flows provided by (used in) investing activities:
Investment in equity affiliate - - (3,039)
Proceeds from equity affiliate - - 32,388
Purchases of businesses, net of cash acquired (207,793) - -
Capital expenditures (105,912) (119,160) (93,042)
Proceeds from asset sales 3,739 1,915 3,901
Net cash used in investing activities (309,966) (117,245) (59,792)
Cash flows provided by (used in) financing activities:
Borrowings under revolving loans ' 205,800 1,163,580 710,749
Repayments under revolving loans (880,800) (1,496,605) (746,719)
Proceeds from stock option exercises 647 4,303 1,028
Proceeds from issuance of long-term debt 550,000 656,000 -
Repayments of long-term debt (540,545) (310,573) (50,313)
Debt issuance costs (6,260) (22,444) —
Net cash provided by (used in) financing activities 28,842 (5,739 (85,255)
Cash and cash equivalents: "
Net (decrease) increase (46,218) 40,309 (2,064)
Balance at beginning of year 58,318 18,009 20,073
Balance at end of year $ 12,160 $ 58,318 $ 18,009
Interest paid § 93514 $ 73,251 $ 85,825

Income taxes paid, net of refunds 2,803 14,374 8,308

See notes to consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SILGAN HOLDINGS INC.

WOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

Silgan Holdings Inc., or Holdings, conducts its business through
its wholly owned operating subsidiaries, Silgan Containers
Corporation, or Containers, and Silgan Plastics Corporation, or
Plastics. We are engaged in the manufacture and sale of steel
and aluminum containers for human and pet food, metal, com-
posite and plastic closures for food and beverage products and
custom designed plastic containers, tubes and closures for per-
sonal care, health care, pharmaceutical, household and industri-
al chemical, food, pet care, agricultural chemical, automotive and
marine chemical products. Our businesses are principally based
in the United States.

Basis of Presentation

The consolidated financial statements include the accounts of
Holdings and its subsidiaries. All significant intercompany trans-
actions have been eliminated. The preparation of consolidated
financial statements in conformity with accounting principles
generally accepted in the United States requires management to
make estimates and assumptions that affect the amounts report-
ed in the financial statements and accompanying notes. Actual
results may differ from those estimates.

The principal functional currency for our foreign operations is the
Canadian dollar. Balance sheet accounts of our foreign sub-
sidiaries are translated at exchange rates in effect at the balance
sheet date, while revenue and expense accounts are translated
at average rates prevailing during the year. Translation adjust-
ments are reported as a component of accumulated other com-
prehensive loss.

Certain prior years’ amounts have been reclassified to conform
with the current year’s presentation.

Cash and Cash Equivalents

Cash equivalents represent short-term, highly tiquid investments
which are readily convertible to cash and have maturities of three
months or less at the time of purchase. The carrying values of
these assets approximate their fair values. As a result of our cash
management systemn, checks issued and presented to the banks
for payment may create negative cash balances. Checks out-
standing in excess of related cash balances totaling approxi-
mately $99.4 million at December 31, 2003 and $88.3 million at
December 31, 2002 are included in trade accounts payable.
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Inventories

Inventories are valued at the lower of cost or market (net realiz-
able value) and the cost is principally determined on the last-in,
first-out basis, or LIFO.

Property, Plant and Equipment, Net

Property, plant and equipment, net is stated at historical cost
less accumulated depreciation. Major renewals and betterments
that extend the life of an asset are capitalized and repairs and
maintenance expenditures are charged to expense as incurred.
Design and development costs for molds, dies and other tools
that we do not own and that will be used to produce products
that will be sold under long-term supply arrangements are capi-
talized. Depreciation is computed using the straight-line method
over the estimated useful lives of depreciable assets. The princi-
pal estimated useful lives are 35 years for buildings and range
between 3 to 18 years for machinery and equipment. Leasehold
improvements are amortized over the shorter of the life of the
related asset or the life of the lease.

Interest incurred on amounts barrowed in connection with the
installation of major machinery and equipment acquisitions is
capitalized. Capitalized interest of $1.0 million in 2003 and $1.4
million in 2002 was recorded as part of the cost of the assets to
which it relates and is amortized over the assets’ estimated use-
ful life.

Goodwill, Net

Effective January 1, 2002, we adopted Statement of Financial
Accounting Standards, or SFAS, No. 141, “Business Combinations,”
and SFAS No. 142, “Goodwill and Other Intangible Assets.” SFAS
No. 141 revises the accounting treatment for business combina-
tions to require the use of purchase accounting and prohibit the
use of the pooling-of-interests method for business combina-
tions initiated after June 30, 2001. SFAS No. 142 revises the
accounting for goodwill to eliminate amortization of goodwill on
transactions consummated after June 30, 2001 and of all other
goodwill as of January 1, 2002. As a resuit, we stopped recording
goodwill amortization as of January 1, 2002. Intangible assets with
definite lives will continue to be amortized over their useful lives.




Net income and earnings per share would have been as
follows had the provisions of SFAS No. 142 been applied as of
January 1, 2001:

(Dollars in thousands,

except per share data) 2003 2002 2001
Net income:
Net income $42,034 $53,808 $41,765

Add back of goodwill

amortization - - 3,017
Adjusted net income $42,034 $53,808 $44,782
Basic earnings per share:
Net income $§ 230 $ 297 $ 235
Add back of goodwill
amortization - - 0.17
Adjusted net income $ 230 $ 297 $ 252
Diluted earnings per share:
Net income $ 228 $ 293 $ 231
Add back of goodwill
amortization - - 0.17
Adjusted net income $ 228 $ 293 $ 248

SFAS No. 142 also requires goodwill and other intangible assets
with indefinite lives to be reviewed for impairment each year and
more frequently if circumstances indicate a possible impairment,
We completed our 2003 review and determined that goodwill
was not impaired. Changes in the carrying amount of goodwill,
net are as follows:

Metal Food
Containers

Plastic

(Dollars in thousands) Containers Total

Balance at December 31,2001 $ 47,680 $93,785 $141,465

Currency translation — 16 16
Balance at December 31, 2002 47,680 93,801 141,481
Acquisitions 55,350 5,050 60,400
Currency translation - 540 540

Balance at December31,2003 $103,030 $99,391 $202,421

Goodwill, net for our metal food container business includes
accumulated amortization of $14.7 million at both December 31,
2003 and 2002. Goodwill, net for our plastic container business
includes accumulated amortization of $11.1 million and $10.9
million at December 31, 2003 and 2002, respectively.

Impairment of Long-Lived Assets

We assess long-lived assets, including intangible assets with
definite lives, for impairment whenever events or changes in cir-
cumstances indicate the carrying amount of the assets may not
be fully recoverable. An impairment exists if the estimate of
future undiscounted cash flows generated by the assets is less
than the carrying value of the assets. If impairment is determined
to exist, any related impairment loss is then measured by com-
paring the fair value of the assets to their carrying amount.

Effective January 1, 2002, we adopted SFAS No. 144, “Accounting
for the Impairment or Disposal of Long-Lived Assets.” SFAS No.
144 supercedes SFAS No. 121, “Accounting for the Impairment of
Long-Lived Assets and for Long-Lived Assets to be Disposed Of,”
and the accounting and reporting provisions of Accounting
Principles Board, or APB, Opinion No. 30, “Reporting the Results
of Operations — Reporting the Effects of Disposal of a Segment of
a Business, and Extraordinary, Unusual and Infrequently
Occurring Events and Transactions.” SFAS No. 144 provides
updated guidance concerning the recognition and measurement
of an impairment loss for certain types of long-lived assets and
expands the scope of a discontinued operation to include a com-
ponent of an entity. The adoption of SFAS No. 144 on fanuary 1,
2002 did not impact our financial position or results of operations.

Other Assets

Other assets consist principally of debt issuance costs which are
being amortized on a straight-line basis over the terms of the
related debt agreements (6 to 10 years) and an intangible pen-
sion asset.

Hedging Instruments

We utilize certain derivative financial instruments to manage a
portion of our interest rate and natural gas cost exposures. We
do not engage in trading or other speculative uses of these finan-
cial instruments. For a financial instrument to qualify as a hedge,
we must be exposed to interest rate or price risk, and the finan-
cial instrument must reduce the exposure and be designated as
a hedge. Financial instruments qualifying for hedge accounting
must maintain a high correlation between the hedging instru-
ment and the item being hedged, both at inception and through-
out the hedged period.
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Effective January 1, 2001, we adopted SFAS No. 133, “Accounting
for Derivative Instruments and Hedging Activities,” as amended
and interpreted. SFAS No. 133 requires all derivative instruments
to be recorded in the Consolidated Balance Sheets at their fair
values. Changes in the fair values of derivatives will be recorded
each period in earnings or ather comprehensive loss, depending
on whether a derivative is designated as part of a hedge transac-
tion and, if it is, the type of hedge transaction. The adoption of
SFAS No. 133, as amended, did not have a significant impact on
our financial position or results of operations.

Income Taxes

We account for income taxes using the liability method in
accordance with SFAS No. 109, “Accounting for Income Taxes.”
Deferred tax assets and liabilities are recognized for the future
tax consequences attributable to differences between the finan-
cial statement carrying amounts of assets and liabilities and their
respective tax bases and operating loss and tax credit carryfor-
wards. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in income in the period of enact-
ment of such change. Income taxes are calculated for Holdings,
Silgan Equipment Company, or Silgan Equipment, and the
acquired steel container manufacturing business of Campbell
Soup Company, or (S Can, on a separate return basis. U.S.
income taxes have not been provided on the accumulated earn-
ings of our foreign subsidiaries since these earnings are expect-
ed to be permanently reinvested.

Revenue Recognition

Revenues are recognized when goods are shipped and the title
and risk of loss pass to the customer. Shipping and handling fees
and costs incurred in connection with products sold are recorded
in cost of goods sold in our Consolidated Statements of Income.

Stock-Based Compensation

We have two stock-based compensation plans, one for key
employees and one for non-employee directors. See Note 14 for
further discussion. We apply the recognition and measurement
principles of APB Opinion No. 25, “Accounting for Stock Issued to
Employees,” and related interpretations in accounting for these
plans. Accordingly, no compensation expense for employee
stock options is recognized, as all options granted under these
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plans had an exercise price that was equal to or greater than the
market value of the underlying stock on the date of the grant. If
we had applied the fair value recognition provisions of SFAS No.
123, “Accounting for Stock-Based Compensation,” for the years
ended December 31, 2003, 2002 and 2001, net income and basic
and diluted earnings per share would have been as follows:

(Dollars in thousands,
except per share data) 2003 2002 © 2001

$42,034 $53,808

Net income, as reported $41,765
Deduct: Total stock-based

employee compensation

expense determined under

the fair value method for

all stock option awards,

net of income taxes 1,441

$40,593

1,165
$52,643

1,337

Pro forma net income $40,428

Earnings per share:
Basic net income
per share - as reported $ 230 $ 297 $ 235

Basic net income
per share — pro forma 2.22 2.90 2.27

Diluted net income
per share - as reported $ 228 $ 293 § 231

Diluted net income
per share — pro forma 2,22 2.88 2.26

Recently Adopted Accounting Pronouncements

Effective January 1, 2003, we adopted SFAS No. 145, “Rescission
of FASB Statements No. 4, 44 and 64, Amendment of FASB
Statement No. 13, and Technical Corrections.” Among other
provisions, SFAS No. 145 rescinds SFAS No. 4, “Reporting Gains
and Losses from Extinguishment of Debt,” and SFAS No. 64,
“Extinguishment of Debt Made to Satisfy Sinking-Fund
Requirements,” such that gains or losses from the extinguish-
ment of our debt will no longer be classified as extraordinary
items. Upon adoption in 2003, the extraordinary item for loss
on early extinguishment of debt of $1.0 million before income
taxes that was recarded in the second quarter of 2002 as a result
of the refinancing of our previous senior secured credit facility
with our new senior secured credit facility was reclassified to loss
on early extinguishment of debt in our Consolidated Statements
of Income.




Effective January 1, 2003, we adopted SFAS No. 146, “Accounting
for Costs Associated with Exit or Disposal Activities,” which
is applicable to exit and disposal activities that are initiated after
December 31, 2002. SFAS No. 146 addresses accounting
and reporting for costs associated with exit or disposal activities
and nullifies Emerging Issues Task Force, or EITF, Issue
No. 94-3, “Liability Recognition for Certain Employee
Termination Benefits and Other Costs to Exit an Activity (includ-
ing Certain Costs Incurred in a Restructuring).” SFAS No. 146
requires the recognition of a liability for a cost associated with an
exit or disposal activity when the liability is incurred. Under EITF
issue No. 94-3, a liability for an exit cost was recognized at the
date an entity committed to an exit plan. The adoption of SFAS
No. 146 did not have a significant effect on our financial position
or results of operations.

In December 2003, the Financial Accounting Standards Board, or
the FASB, issued a revised SFAS No. 132, “Employers’
Disclosures about Pensions and Other Postretirement Benefits.”
The revised SFAS No. 132 requires additional disclosures about
plan assets, benefit obligations, expected cash flows and net
periodic benefit costs for defined benefit plans. In 2003, we
adopted the additional disclosure requirements, except for
certain disclosures about estimated future benefit payments
which are not required until 2004.

Recently Issued Accounting Pronouncement

In January 2003, the FASB issued Interpretation, or FIN, No. 46,
“Consolidation of Variable Interest Entities,” which expands
upon existing accounting guidance on consolidation. A variable
interest entity either does not have equity investors with voting
rights or has equity investors that do not provide sufficient finan-

cial resources for the entity to support its activities. FIN No. 46,"

as revised, requires a variable interest entity to be consolidated
by a company if that company is subject to a majority of the risk
of loss from the variable interest entity’s activities or is entitled
to receive a majority of the entity’s residual returns. The provi-
sions of FIN No. 46 will be effective for us on March 31, 2004. The
adoption of FIN No. 46 is not expected to impact our financial
position or results of operations.

NOTE 2. ACQUISITIONS

In January 2003, we acquired substantially all of the assets of
Thatcher Tubes LLC and its affiliates, or Thatcher Tubes, a pri-
vately held manufacturer and marketer of decorated plastic
tubes serving primarily the personal care industry. Including
additional production capacity installed shortly before the acqui-
sition, the purchase price for the assets was approximately
$32 million in cash. Thatcher Tubes had annual net sales of
approximately $29 million in 2002. Thatcher Tubes operates as
part of our plastic container business.

In March 2003, we acquired the remaining 65 percent equity
interest in the Amcor White Cap, LLC, or White Cap, joint venture
that we did not already own from Amcor White Cap, Inc. for
approximately $37 million in cash. Additionally, we refinanced
debt of White Cap and purchased equipment subject to a third
party lease for approximately $93 million. White Cap had annual
net sales of approximately $250 million in 2002. The business
operates as part of our metal food container business.

In Aprit 2003, we acquired PCP Can Manufacturing, Inc., or Pacific
Coast Can, a subsidiary of Pacific Coast Producers, or Pacific
Coast, through which Pacific Coast self-manufactured a majority
of its metal food containers. The purchase price was approxi-
mately $44 million in cash, including approximately $29 million
for inventory. As part of the transaction, we entered into a ten-
year supply agreement with Pacific Coast under which Pacific
Coast has agreed to purchase from us substantially all of its
metal food container requirements. Pacific Coast Can operates as’
part of our metal food container business.

These acquisitions were accounted for using the purchase
method of accounting. Accordingly, the purchase price has been
allocated to the assets acquired and liabilities assumed based on
their fair values at the date of acquisition, and the businesses’
results of operations have been included in our consolidated
operating results from the date of acquisition. The allocation of
purchase price is based on preliminary estimates and assump-
tions and is subject to revision during the first quarter of 2004
when valuations and integration plans are finalized. Accordingly,
revisions to the allocation of purchase price, which may be signif-
icant, will be reported in a future period as increases or decreas-
es to amounts previously reported.
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MNOTE 3. RATIONALIZATION CHARGES (CREDITS)
AND ACQUISITION RESERVES

2003 Acquisition Plans

During 2003, we established acquisition reserves in connection
with our purchases of Thatcher Tubes, White Cap and Pacific
Coast Can aggregating approximately $6.0 million, recorded pur-
suant to plans that we began to assess and formulate at the date
of the acquisitions and which will be finalized within one year. As
we continue to assess, formulate and finalize our integration
plans, there may be revisions to these acquisition reserves dur-
ing the first quarter of 2004. Currently, these plans include exit-
ing the Lodi, California metal food container manufacturing facil-
ity, the Chicago, llinois and Queretaro, Mexico metal closures
manufacturing facilities and the Culiacan, Mexico plastic cantain-
er manufacturing facility. These plans include the termination of
approximately 380 plant and administrative employees and
other related plant exit costs. These reserves consisted of
employee severance and benefits costs of $4.4 million and plant
exit costs of $1.6 million related to the planned closing of the
previously discussed acquired facilities. Through December 31,
2003, a total of $1.2 million and $0.5 million has been expended
for employee severance and benefits and plant exit costs related
to these plans, respectively. At December 31, 2003, these
reserves had an aggregate balance of $4.3 million. Cash pay-
ments related to these reserves are expected through 2004.

Activity in our 2003 acquisition plans reserves is summarized
as follows:

Employee
Severance Plant
and Exit

(Dollars in thousands) Benefits Costs Total
Balance at December 31,2002 $ — $ - $ -
2003 Reserves Established 4,451 1,559 6,010
2003 Utilized (1,167) (523) (1,690)
Balance at December 31, 2003 $3,284  $1,036  $4,320

2003 Rationalization Plans

During 2003, we approved and announced to employees plans to
exit our Norwalk, Connecticut and Anaheim, California plastic
container manufacturing facilities and our Queretaro, Mexico
metal closures manufacturing facility. These plans include the
termination of approximately 120 plant employees and other
related exit costs. These decisions resulted in a charge to
earnings of $9.0 million, which consisted of $5.3 million for the
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non-cash write-down in carrying value of assets, $2.1 million for
employee severance and benefits costs and $1.6 million for plant
exit costs. Through December 31, 2003, a total of $1.5 million
and $0.6 million has been expended for employee severance and
benefits and plant exit costs, respectively. At December 31,
2003, these reserves had an aggregate balance of $1.6 million.
Additional rationalization charges related to these facility clos-
ings are expected in the first quarter of 2004. The timing of cer-
tain cash payments is dependent upon the expiration of a lease
obligation. Accordingly, cash payments related to these reserves
are expected through 2010.

Activity in our 2003 rationalization plans reserves is summarized

as follows:

Employee

Severance Plant Non-Cash

and Exit Asset

(Dollars in thousands) Benefits Costs  Write-Down Total
Balance at
December31,2002 $ — $ -~ $ — $ -
2003 Rationalization
Charge 2,097 1,588 5,308 8,993
2003 Utilized (1,502) 617 (5,308) (7,627)
Balance at v
December 31,2003 S 595 $ 971 & — $1,566

Fairfield Rationalization Plan

During 2001, we approved and announced to employees a plan
to exit our Fairfield, Ohio plastic container facility. The plan
included the termination of approximately 150 plant employees
and other related plant exit costs, including equipment disman-
tle costs and contractual rent obligations. This decision resulted
in a rationalization charge of $3.5 million, which consisted of
$0.9 million for employee severance and benefits and $2.6 mil-
lion for plant exit costs. Through December 31, 2003, a total of
$2.0 million has been expended relating to this pltan. These
expenditures consisted of $0.7 million related to employee sev-
erance and benefits and $1.3 million for plant exit costs. During
2002, all actions under this plan related to employee severance
and benefits were completed at amounts less than originally esti-
mated, and, accordingly, we reversed $0.2 million of rationaliza-
tion reserves as a rationalization credit. At December 31, 2003,
this reserve had a balance of $1.3 million. Although we have
closed the plant, the timing of cash payments is dependent upon
the expiration of a lease obligation. Accordingly, cash payments
related to closing this facility are expected through 2009.




Activity in our Fairfield rationalization plan reserve is summa-
rized as follows:

Activity in our AN Can acquisition plan reserve is summarized
as follows:

Employee Employee
Severance Plant Severance Plant
and Exit and Exit Acquisition
(Dollars in thousands) Benefits Costs Total (Dollars in thousands) Benefits Costs Liabilities Total
Balance at December31,2000 % — ¢ — $ — Balance at
2001 Rationalization Charge 874 2,616 3,490 December 31,2000  $2,364  $2,622  $4,000 $ 8986
2001 Utilized (637) (749) (1,386) 2001 Utilized (873) (645) (2,000) (3,518)
Balance at December 31, 2001 237 1,867 2,104  Balanceat
2002 Rationalization Credit (237) - (237) December 31, 2001 1,491 1,977 2,000 5,468
2002 Utilized _ (273) (273) 2002 Utilized (744) (858) (2,000} (3,602)
Balance at December 31, 2002 - 1,594 1,594  Balanceat
2003 Utilized (747) (1,119) - (1,866)
Balance at December 31,2003 § — $1,273 $1,273
Balance at
December31,2003 $ - § - § -~ § -

AN Can Acquisition Plan

Acquisition reserves established in connection with our purchase
of the Food Metal and Specialty Business of American National
Can Company, or AN Can, in 1995 aggregating approximately
$49.5 million were recorded pursuant to plans that we began to
assess and formulate at the date of the acquisition and which
were finalized in 1996. These reserves consisted of employee
severance and benefits costs ($26.1 million) for the termination
of approximately 500 plant, selling and administrative employ-
ees, plant exit costs ($6.6 million) related to the planned closure’
of the St. Louis, Missouri plant, the downsizing of the Hoopeston,
Illinois and Savage, Minnesota facilities and the restructuring of
the St. Paul, Minnesota plant and liabilities incurred in connec-
tion with the acquisition ($16.8 million). Through December 31,
2003, a total of $49.5 miltlion has been expended related to these
plans, which consisted of $26.1 million for employee severance
and benefits costs, $6.6 million for plant exit costs and $16.8 mil-
lion for payment of acquisition related liabilities. During 2003, all
actions under this plan were completed.

Northtown, Kingsburg and Waukegan Raticnalizaticn Plans
During 2001, we approved and announced to employees sepa-
rate plans to exit our Northtown, Missouri and Kingsburg,
California metal food container facilities and to cease operation
of the composite container department at our Waukegan, Illinois
metal food container facility. These decisions resulted in a ration-
alization charge of $7.0 million. This charge consisted of $4.2
million for the non-cash write-down in carrying value of assets,
$1.4 million for employee severance and benefits costs and $1.4
million for plant exit costs.

During 2002, in order to support new business, we decided to
continue to operate our Kingsburg facility and to utilize certain
Northtown assets with carrying values that were previously writ-
ten down as part of this restructuring charge. As a result, we
recorded a $2.8 million rationalization credit, which consisted of
$2.2 million related to certain assets with carrying values that
were previously written down but were placed back in service
and $0.6 million for the reversal of rationalization reserves relat-
ed to employee severance and benefits and plant exit costs. The
assets that remained in service were recorded in our
Consolidated Balance Sheets at their depreciated cost, which
approximated fair value. Also, during 2002, all actions related to
our rationalization plans for our Northtown, Missouri and
Waukegan, Hllinois metal food container manufacturing facilities
were completed at amounts less than originally estimated.
Accordingly, we reversed $0.2 million of rationalization reserves
as a rationalization credit.
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San Leandro and City of Industry Rationalization Plans

During 2001, certain assets with carrying values that were previ-
ously written down as part of our plans to exit our San Leandro
and City of Industry, California metal food container facilities
were placed back in service. As a result, we recorded a $1.2 mil-
lion rationalization credit and recorded those assets in our
Consolidated Balance Sheets at their depreciated cost, which
approximated fair value.

Other Assets

During 2002, we placed certain assets of our metal food contain-
er business with carrying values that were previously written
down back in service. As a result, we recorded a $2.3 million
rationalization credit and recorded those assets in our
Consolidated Balance Sheets at their depreciated cost, which
approximated fair value.

Summary
Rationalization charges (credits}) and for the years ended
December 31 are summarized as follows:

(Dollars in thousands) 2003 2002 2001
2003 Rationalization plans $8993 $ - $ -
fFairfield plan - (237) 3,490
Northtown, Kingsburg and

Waukegan plans - (3,041) 7,033

San Leandro and '
City of Industry plans - - (1,189)
Other assets - (2,325) —
$8,993  $(5,603) $9,334

At December 31, rationalization and acquisition reserves were
included in our Consolidated Balance Sheets as follows:

(Dollars in thousands) 2003 2002
Accrued liabitities $5,572 $1,813
Other liabilities 1,587 1,647

$7.159  $3,460
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NOTE 4. ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)
Accumulated other comprehensive income (loss) is reported in
our Consolidated Statements of Stockholders’ Equity (Deficiency).
Amounts included in accumulated other comprehensive income
(loss) at December 31 are as follows:

(Dollars in thousands) 2003 2002
Foreign currency translation $ 4,635 $ (1,998)
Change in fair value of derivatives (761) (2,814)
Minimum pension liability (9,549} (15,655)

Accumulated other comprehensive loss  $(5,675) $(20,467)

The amount reclassified to earnings from the change in fair value
of derivatives component of accumulated other comprehensive
income (loss) for the year ended December 31, 2003, 2002 and
2001 was net losses of $2.2 million, $5.0 million and $2.7 mil-
lion, net of income taxes, respectively.

We estimate that we will reclassify $3.9 million, net of income
taxes, of the change in fair value of derivatives component of
accumulated other comprehensive income (loss) as a charge to
earnings during the next twelve months. The actual amount that
will be reclassified to earnings will vary from this amount as a
result of changes in market conditions. See Note 10 which
includes a discussion of hedging activities.

For the year ended December 31, 2002, the foreign currency
translation and minimum pension liability components of accu-
mulated other comprehensive income (loss) included $0.4 mil-
lion and $5.6 million, respectively, related to our equity invest-
ment in White Cap. See Note 8 which includes a discussion of our
equity investment in White Cap.




NOTE 5. INVENTORIES
The components of inventories at December 31 are as follows:

(Dollars in thousands) 2003 2002
Raw materials $ 36,732 $ 31,925
Work-in-process 52,815 50,941
Finished goods 213,481 171,341
Spare parts and other 20,267 13,944
323,295 268,151

Adjustment to value inventory
at cost on the LIFO method (3,101) 4,685

$320,194 $272,836

Inventories include $30.3 million and $23.6 million recorded on
the first-in, first-out method at December 31, 2003 and 2002,
respectively.

NOTE 6. PROPERTY, PLANT AND EQUIPMENT, MET
Property, plant and equipment, net, at December 31 is
as follows:

- (Dollars in thousands) 2003 2002
Land $ 10,060 $ 7,943
Buildings and improvements 168,236 135,499
Machinery and equipment 1,309,756 1,120,617
Construction in progress 60,068 80,626

1,548,120 1,344,685
Accumulated depreciation (730,270)  (638,939)
Property, plant and equipment, net $ 817,850 $ 705,746
NOTE 7. OTHER ASSETS
Other assets at December 31 are as follows:
(Dollars in thousands) 2003 2002
Debt issuance costs $24,505  $31,121
Intangible pension asset 16,416 10,349
Other 19,330 21,784
60,251 63,254
Accumulated amortization (4,736) (5,855) .
$55,515  $57,399

NOTE 8. INVESTMENTS IN EQUITY AFFILIATES

Amcor White Cap, LLC

Effective july 1, 2001, we formed a joint venture company with
Schmalbach-Lubeca AG. The joint venture was a leading supplier
of an extensive range of metal and plastic closures to consumer
goods packaging companies in the food and beverage industries
in North America. The venture operated under the name Amcor
White Cap, LLC. We contributed $48.4 million of metal closure
assets, including our manufacturing facilities in Evansville and
Richmond, Indiana, and $7.1 mitlion of metal closure liabilities to
White Cap in return for a 35 percent interest in and $32.4 million
of cash proceeds from the joint venture. Net sales of our metal
closure business, which was contributed to the White Cap joint
venture, totaled $46.3 million in 2001. Schmalbach-Lubeca AG
contributed the remaining metal and plastic closure operations
to the joint venture. In July 2002, Amcor Ltd. purchased
Schmalbach-Lubeca AG’s interest in the joint venture.

As discussed in Note 2, in March 2003, we acquired the remain-
ing 65 percent equity interest in the White Cap joint venture that
we did not already own. The business now operates under the
name Silgan Closures LLC, or Silgan Closures. Prior to our acqui-
sition of White Cap, we accounted for our investment in the White
Cap joint venture using the equity method. For the first two
months of 2003, we recorded equity in losses of White Cap of
$0.3 million, net of income taxes. The results of Silgan Closures
since March 2003 have been included with the results of our
metal food container business.

During 2002, we recorded equity in losses of White Cap of $2.6
million, net of income taxes. As part of the integration of the con-
tributed businesses, the White Cap joint venture instituted a pro-
gram to rationalize its operations. As a result, our equity in loss-
es of White Cap for 2002 included $2.0 million, net of income
taxes, for our portion of White Cap’s rationalization charge to
close its Chicago, lllinois metal closure manufacturing facility
and $0.7 million, net of income taxes, for our portion of White
Cap’s gain on the sale of certain assets at a price in excess of
book value. During 2001, we recorded equity in losses of White
Cap of $0.3 million and a gain on the assets contributed to the
joint venture of $4.9 million.

SILGAN HOLDINGS INC. = Annual Report 2003 < Page 39



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

SILGAN HOLDINGS INC.

Packtion Corporation

In April 2000, we, together with Morgan Stanley Private Equity
and Diamondcluster International Inc., agreed to invest in
Packtion Corporation, or Packtion, an e-commerce joint venture
aimed at integrating the packaging supply chain from design
through manufacturing and procurement. The parties agreed to
make the investments through Packaging Markets LLC, a limited
liability company. The joint venture was expected to provide a
comprehensive online marketplace for packaging goods and
services and to combine content, tools and collaboration capabil-
ities to streamline the product development process and
enhance transaction opportunities for buyers and sellers of pack-
aging. The products that Packtion was developing included a
web-based software tool to enable product and package design,
development and collaboration; an internet-based secure envi-
ronment enabling the sharing of packaging related product infor-
mation and the transaction of business electronically; and an
informational source of packaging related knowledge, tools and
expert services. Packtion had insignificant sales for internet con-
sulting services and incurred net losses. We accounted for our
investment in Packtion using the equity method.

In June and August 2000, we invested a total of $7.0 million in
Packtion representing approximately a 45 percent interest in
Packtion. In the first quarter of 2001, in connection with an
investment by The Proctor & Gamble Company and E. 1. Du Pont
de Nemours & Co. in Packtion, we invested an additional $3.1
million bringing our total investment to $10.1 million represent-
ing approximately a 25 percent interest in Packtion. In connec-
tion with this transaction, we-also recorded a reduction to paid-
in capital of $1.4 million due to the dilution of our investment.
Packtion was dissolved on May 31, 2001, after its board of direc-
tors determined that there had been slower than anticipated
market acceptance of its business. During 2001, we recorded
equity in losses of Packtion aggregating $3.8 million, which
included our final losses and eliminated our investment.
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NOTE 9. LONG-TERM DEBT
Long-term debt at December 31 is as follows:

(Dollars in thousands) 2003 2002
Bank debt:
Bank revolving loans $ 25000 $ -

Bank A term loans 83,330 100,000
Bank B term loans 691,250 348,250
Total bank debt 799,580 448,250
Subordinated debt:
6% Senior Subordinated Notes 200,000 -
9% Senior Subordinated Debentures — 505,575
Other 3,000 3,000
Total subordinated debt 203,000 508,575
Total debt 1,002,580 956,825
Less current portion 48,670 20,170

$ 953,910 $936,655

The aggregate annual maturities of our debt are as follows (dol-
lars in thousands):

2004 $ 48,670
2005 23,670
2006 23,670
2007 23,670
2008 682,900
Thereafter 200,000

$1,002,580

Bank Credit Agreement

On June 28, 2002, we completed the refinancing of our previous
U.S. senior secured credit facility, or the Previous U.S. Credit
Agreement, by entering into a new $850 million senior secured
credit facility, or the Credit Agreement. As a result of refinancing
our Previous U.S. Credit Agreement, we recorded a loss on early
extinguishment of debt of $1.0 million in 2002 for the write-off of
unamortized debt issuance costs related to the Previous U.S.
Credit Agreement. The Credit Agreement initially provided us with
$100 million of A term loans and $350 million of B term toans and
also provides us with up to $400 million of revolving lnans.




Pursuant to the Credit Agreement, we also had a $275 million
uncommitted incremental term loan facility. The uncommitted
incremental term loan facility provides, among other things, that

any incremental term loan borrowing shall be denominated in a

single currency, either U.S. dollars or certain foreign currencies;
have a maturity date no earlier than the maturity date for the B
term loans; and be used to finance permitted acquisitions, refi-
nance any indebtedness assumed as part of a permitted acquisi-
tion, refinance or repurchase subordinated debt and repay out-
standing revolving loans.

On March 3, 2003, we completed a $150 million incremental
term loan borrowing under the Credit Agreement, reducing the
uncommitted incremental term loan facility to $125 million. The
proceeds were used largely to finance the acquisitions of White
Cap and Thatcher Tubes. The terms of this incremental term loan
borrowing are the same as those for B term loans under the
Credit Agreement.

On November 13, 2003, we amended the Credit Agreement to,
among other things, increase the uncommitted incremental term
loan facility by $200 million and provide us with greater ability to
redeem our 9% Senior Subordinated Debentures due 2009, or the
9% Debentures, or any other subordinated indebtedness. This
increased our uncommitted incremental term loan facility under
the Credit Agreement to $325 million, On December 15, 2003, we
completed a $200 million incremental term loan borrowing under
the Credit Agreement. The terms of this incremental term loan
borrowing are the same as those for B term loans under the Credit
Agreement. We used the proceeds from this incremental term
loan to redeem a portion of our outstanding 9% Debentures. Our
uncommitted incremental term loan facility under the Credit
Agreement at December 31, 2003 was $125 million.

The A term loans and revolving loans mature on June 28, 2008
and the B term loans mature on November 30, 2008. Principal on
the A term loans and B term loans is required to be repaid in
scheduled annual installments. During 2003, we repaid $16.7
million of A term loans and $7.0 million of B term loans under the
Credit Agreement. During 2002, we repaid $1.8 million of B term
loans under the Credit Agreement. During 2002, we repaid
$119.4 million of A term loans and $186.6 million of B term loans
under the Previous U.S. Credit Agreement.

The Credit Agreement requires us to prepay term loans with
proceeds received from the incurrence of indebtedness, except
proceeds used to refinance other existing indebtedness; with
proceeds received from certain assets sales; and, under certain
circumstances, with 50 percent of our excess cash flow, as
defined in the Credit Agreement. Generally, prepayments are
allocated pro rata to the A term loans and B term loans and
applied first to the scheduled amortization payments in the year
of such prepayments and, to the extent in excess thereof, pro
rata to the remaining installments of term loans.

Revolving loans may be used for working capital needs and other
general corporate purposes, including acquisitions. Revolving
loans may be borrowed, repaid and reborrowed over the life of
the Credit Agreement until their final maturity. We are required to
maintain, for at least one period of 30 consecutive days during
each calendar year, total average unutilized revolving loan com-
mitments of at least $90 million. At December 31, 2003, there
were $25.0 million of revolving loans outstanding and, after tak-
ing into account letters of credit of $22.9 million, barrowings
available under the revolving credit facility of the Credit
Agreement were $352.1 million.

Borrowings under the Credit Agreement may be designated as
base rate or Eurodollar rate borrowings. The base rate is the
higher of the prime lending rate of Deutsche Bank Trust Company
Americas or %4 of one percent in excess of the overnight federal
funds rate. Currently, base rate borrowings bear interest at the
base rate plus a margin of 1.25 percent, and Eurodollar rate bor-
rowings bear interest at the Eurodollar rate plus a margin of 2.25
percent. In accordance with the Credit Agreement, the interest
rate margin on base rate and Eurodollar rate borrowings is reset
quarterly based upon our total leverage ratio, as defined in the
Credit Agreement. As of December 31, 2003, the interest rate for
Eurodollar rate borrowings was 3.5 percent. There were no base
rate borrowings outstanding at December 31, 2003. For 2003,
2002 and 2001, the weighted average annual interest rate paid
on term loans was 3.4 percent, 4.0 percent and 6.0 percent,
respectively; and the weighted average annual interest rate paid
on revolving loans was 3.5 percent, 3.3 percent and 5.3 percent,
respectively. We have entered into interest rate swap agree-
ments with an aggregate notional amount of $550 million to con-
vert interest rate exposure from variable rates to fixed rates of
interest. See Note 10 which includes a discussion of the interest
rate swap agreements.
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The Credit Agreement provides for the payment of a commitment
fee ranging from 0.25 percent to 0.50 percent per annum on the
daily average unused portion of commitments available under
the revolving loan facility (0.50 percent at December 31, 2003).
The commitment fee is reset quarterly based on our total lever-
age ratio.

We may utilize up to a maximum of $50 million of our revolving
loan facility under the Credit Agreement for letters of credit as
long as the aggregate amount of borrowings of revolving loans
and letters of credit do not exceed the amount of the commit-
ment under such revolving loan facility, The Credit Agreement
provides for payment to the applicable lenders of a letter of cred-
it fee equal to the applicable margin in effect for revolving loans
maintained as Eurodollar rate toans (2.25 percent at December
31, 2003) and to the issuers of letters of credit of a facing fee of
Y of one percent per annum, calculated on the aggregate stated
amount of all letters of credit.

The indebtedness under the Credit Agreement is guaranteed
by Holdings and certain of its U.S. subsidiaries and is secured by
a security interest in substantially all of our real and personal
property. The stock of certain of our subsidiaries has also been
pledged as security to the lenders under the Credit Agreement.
At December 31, 2003, we had assets of a U.S. subsidiary of
$135.2 million which were restricted and could not be trans-
ferred to Holdings or any other subsidiary of Holdings. The Credit
Agreement contains certain financial and operating covenants
which limit, among other things, our ability and the ability of our
subsidiaries to grant liens, sell assets and use the proceeds from
certain asset sales, make certain payments (including dividends)
on our capital stock, incur indebtedness or provide guarantees,
make loans or investments, enter into transactions with affili-
ates, make certain capital expenditures, engage in any business
other than the packaging business, and, with respect to our
subsidiaries, issue stock. In addition, we are required to meet
specified financial covenants including interest coverage and
total leverage ratios, each as defined in the Credit Agreement.
We are currently in compliance with all covenants under the
Credit Agreement.
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Because we sell metal containers used in fruit and vegetable
pack processing, we have seasonal sales. As is common in the
industry, we must utilize working capital to build inventory and
then carry accounts receivable for some customers beyond the
packing season. Due to our seasonal requirements, we incur
short-term indebtedness to finance our working capital require-
ments. For 2003, 2002 and 2001, the average amount of revolv-
ing loans outstanding, including seasonal borrowings, was
$131.0 million, $258.8 million and $497.0 miltion, respectively;
and, after taking into account outstanding letters of credit, the
highest amount of such borrowings was $260.0 million, $485.3
million and $584.3 million, respectively.

6%4% Senior Subordinated Notes

On November 14, 2003, we issued $200 million aggregate princi-
pal amount of 64% Senior Subordinated Notes due 2013, or the
6%/.% Notes. The issue price for the 6%4% Notes was 100% of their
principal amount. Net cash proceeds from this issuance were
used to redeem a portion of our 9% Debentures.

The 6%% Notes are general unsecured obligations of Holdings,
subordinate in right of payment to obligations under the Credit
Agreement and effectively subordinate to all obligations of the
subsidiaries of Holdings. Interest on the 6%4% Notes is payable
semi-annually in cash on the 15th day of each May and November.

The 6%/% Notes'are redeemable, at the option of Holdings, in
whole or in part, at any time after November 15, 2008 at the fol-
lowing redemption prices (expressed in percentages of principal
amount) plus accrued and unpaid interest thereon to the
redemption date if redeemed during the twelve month period
beginning November 15, of the years set forth below:

Year Redemption Price
2008 103.375%
2009 102.250%
2010 101.125%
Thereafter 100.000%

Upon the occurrence of a change of control, as defined in the
indenture relating to the 6%% Notes, Holdings is required to
make an offer to purchase the 6%% Notes at a purchase price
equal to 101% of their principal amount, plus accrued interest to
the date of purchase.

The indenture relating to the 6% Notes contains covenants
which are generally less restrictive than those under the
Credit Agreement.




9% Senior Subordinated Debentures

In 2003, we redeemed all $500 million principal amount of our
outstanding 9% Debentures. The redemption price was
103.375% of the principal amount, or $516.9 million, plus
accrued and unpaid interest to the redemption date. As permit-
ted under the Credit Agreement and the other documents govern-
ing our indebtedness, we funded the redemption with the 6/4%
Notes, incremental term loans and revolving loans under the
Credit Agreement and funds from operations. As a result, in
2003, we recorded a loss on early extinguishment of debt of
$19.2 million for the premium paid in connection with this
redemption and for the write-off of unamortized debt issuance
costs and unamortized premium related to the 9% Debentures.

NOTE 10. FINANCIAL INSTRUMENTS

The financial instruments recorded in our Consolidated Balance
Sheets include cash and cash equivalents, accounts receivable,
accounts payable, debt obligations and swap agreements.
Due to their short-term maturity, the carrying amounts of cash
and cash equivalents, accounts receivable and accounts payable
approximate their fair market values. The following table summa-
rizes the carrying amounts and estimated fair values of our other
financial instruments at December 31 (bracketed amounts
"represént assets):

2003 2002

Carrying Fair Carrying Fair

(Dollars in thousands) Amount Value Amount Value

Bank debt $799,580 $799,580 $448,250 $448,250

Subordinated debt 200,000 199,256 505,575 518,750
Interest rate swap

agreements 3,679 3,679 6,526 6,526
Natural gas swap

agreements (218) (218) (569) (569)

Methods and assumptions used in estimating fair values are
as follows:

Bank debt: The carrying amounts of our variable rate bank
revolving loans and term loans approximate their fair values.

Subordinated debt: The fair value of our 64A% Notes and 9%
Debentures is estimated based on quoted market prices.

Interest rate and natural gas swap agreements: The fair value of
the interest rate and natural gas swap agreements reftects the
estimated amounts that we would pay or receive at December 31,
2003 and 2002 in order to terminate the contracts based on the
present value of expected cash flows derived from market rates
and prices.

Derivative Instruments and Hedging Activities
We utilize certain derivative financial instruments to manage a
portion of our interest rate and natural gas cost exposures. We
timit our use of derivative financial instruments to interest rate
and natural gas swap agreements. We do not utilize derivative
financial instruments for speculative purposes.

Our interest rate and natural gas swap agreements are account-
ed for as cash flow hedges. To the extent these swap agreements
are effective pursuant to SFAS No. 133 in offsetting the variabili-
ty of the hedged cash flows, changes in their fair values are
recorded in accumulated other comprehensive loss, a compo-
nent of stockholders’ equity, and reclassified into earnings in
future periods when earnings are also affected by the variability
of the hedged cash flows. To the extent these swap agreements
are not effective as hedges, changes in their fair values are
recorded in net income. During 2003, 2002 and 2001, ineffective-
ness for our hedges reduced net income by $0.5 million, $0.2
million and $0.2 million, respectively, and was recorded primari-
ly in interest and other debt expense in our Consolidated
Statements of Income.

The fair value of the outstanding swap agreements in effect at
December 31, 2003 and 2002 was recorded in our Consolidated
Balance Sheets as a net liability of $3.5 million ($2.4 million in
other liabilities, $1.3 miltion in accrued interest payable and $0.2
million in other assets) and $6.0 million ($5.6 million in other lia-
bilities, $0.9 million in accrued interest payable and $0.5 million
in other assets), respectively. See Note 4 which includes a dis-
cussion of the effects of hedging activities on accumulated other
comprehensive loss.
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Interest Rate Swap Agreements

We have entered into interest rate swap agreements with major
banks to manage a portion of our ekposure to interest rate fluc-
tuations. The interest rate swap agreements effectively convert
interest rate exposure from variable rates to fixed rates of inter-
est. At December 31, 2003 and 2002, the aggregate notional
principal amount of these agreements was $550 million (includ-
ing $100 million notional principal amount that became effective
on january 1, 2004) and $375 million, respectively. These agree-
ments are with financial institutions which are expected to fully
perform under the terms thereof.

Under these agreements, we pay fixed rates of interest ranging
from 1.3 percent to 3.8 percent and receive floating rates of inter-
est based on three month LIBOR. These agreements mature as
follows: $250 million notional principal amount in 2004 and
$100 million notional principal amount in each of 2005, 2007 and
2008. The difference between amounts to be paid or received on
interest rate swap agreements is recorded as interest expense.
Net payments of $4.8 million, $7.2 million and $2.0 million were
made under these interest rate swap agreements for the years
ended December 31, 2003, 2002 and 2001, respectively.

Matural Gas Swap Agreements

We have entered into natural gas swap agreements with major
financial institutions to manage a portion of our exposure to fluc-
tuations in natural gas prices. We entered into natural gas swap
agreements to hedge approximately 40 percent and 80 percent
of our exposure to fluctuations in natural gas prices in 2003 and
2002, respectively. At December 31, 2003 and 2002, the aggre-
gate notional principal amount of these agreements was 0.7 mil-
lion and 0.9 million MMBtu of natural gas, respectively. These
agreements are with institutions that are expected to fully per-
form under the terms thereof.

Under these agreements, we pay fixed natural gas prices ranging
from $4.18 to $5.46 per MMBtu and receive a NYMEX-based nat-
ural gas price. These agreements mature in 2004 (0.6 million
MMBtu notional principal amount) and 2005 (0.1 mitlion MMBtu
notional principal amount). Gains and losses on these natural
gas swap agreements are deferred and recognized when the
related costs are recorded to cost of goods sold. Payments
received under these natural gas swap agreements were $1.2
million during 2003, Payments made under these natural gas
swap agreements were $1.2 million and $1.3 million during 2002
and 2001, respectively.
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Concentration of Credit Risk

We derive a significant portion of our revenue from multi-year
supply agreements with many of our customers. Aggregate rev-
enues from our three largest customers accounted for approxi-
mately 33.0 percent, 34.9 percent and 33.6 percent of our net
sales in 2003, 2002 and 2001, respectively. The receivable bal-
ances from these customers collectively represented 32.4 per-
cent and 27.4 percent of our trade accounts receivable at
December 31, 2003 and 2002, respectively. As is common in the
packaging industry, we provide extended payment terms to
some of our customers due to the seasonality of the vegetable
and fruit pack processing business. Exposure to losses is
dependent on each customer’s financial position. We perform
ongoing credit evaluations of our customers’ financial condition,
and our receivables are generally not collateralized. We maintain
an allowance for doubtful accounts which we believe is adequate
to cover potential credit losses based on customer credit evalua-
tions, collection history and other information.

NOTE 11. COMMITMENTS AND CONTINGENCIES

We have a number of noncancelable operating leases for office
and plant facilities, equipment and automobiles that expire at
various dates through 2020. Certain operating leases have
renewal options as well as various purchase options. Minimum
future rental payments under these leases are as set forth below
for each of the following years {(dollars in thousands):

2004 $ 23,806
2005 21,102
2006 18,504
2007 14,812
2008 ) 9,158
Thereafter 31,696

$119,078

Rent expense was approximately $27.6 million, $23.5 million
and $22.8 million for the years ended December 31, 2003, 2002
and 2001, respectively.

We are a party to routine legal proceedings arising in the ordi-
nary course of our business. We are not a party to, and none of
our properties are subject to, any pending legal proceedings
which could have a material adverse effect on our business or
financial condition.




NOTE 12, RETIREMENT BENEFITS

We sponsor a number of defined benefit and defined contribution
pension plans which cover substantially all employees, other
than union employees covered by multi-employer defined bene-
fit pension plans under collective bargaining agreements.
Pension benefits are provided based on either a career average,
final pay or years of service formula. With respect to certain
hourly employees, pension benefits are provided based on stat-
ed amounts for each year of service.

We also sponsor other postretirement benefits plans, including

that provide postretirement benefits to certain employees. The
plans are contributory, with retiree contributions adjusted annu-
ally, and contain cost sharing features including deductibles and
coinsurance. Retiree health care benefits are paid as covered
expenses are incurred.

The measurement date for our retirement plans is December 31
of each year.

The changes in benefit obligations and plan assets as well as the
funded status of our retirement plans at December 31 are

unfunded defined benefit health care and life insurance plans, as follows:
Other
Pension Benefits Postretirement Benefits
(Dollars in thousands) 2003 2002 2003 2002
CHANGE IN BEMEFIT OBLIGATION
Obligation at beginning of year $156,295 $137,488 $53,755 $ 50,674
Service cost 10,047 7,787 2,264 1,385
Interest cost 17,757 10,018 5,121 3,584
Actuarial losses 32,015 5,307 13,689 1,127
Plan amendments 12,159 865 - (71)
Benefits paid (15,252) (5,170) (4,869) (3,252)
Participants’ contributions - - 696 308
Acquisitions 109,775 - 22,221 -
Obligation at end of year 322,796 156,295 92,877 53,755
CHANGE IN PLAN ASSETS
Fair value of plan assets at beginning of year 112,795 99,960 - -
Actual return on plan assets 40,913 (5,986) - -
Employer contributions 42,584 24,970 4,173 2,944
Participants’ contributions - - 696 308
Benefits paid (15,252) (5,170) (4,869) (3,252)
Acquisitions 74,763 - - -
Expenses (1,245) 979) - —
Fair value of plan assets at end of year 254,558 112,795 - -
FUNDED STATUS
Funded Status (68,238) (43,500) (92,877) (53,755)
Unrecognized actuarial loss 37,559 30,474 20,629 6,781
Unrecognized prior service cost 22,831 14,504 29 34
Net (liability) asset recognized $ (7.848) $ 1,478  3(72,219) $(46,940)
AMOUNTS RECOGNIZED IN THE CONSOLIDATED BALANCE SHEETS
Prepaid benefit cost $ 21,199 §$ 16,516 S - % -
Accrued benefit cost (61,273) (41,958) (72,219) (46,940)
Intangible asset 16,416 10,349 - -
Accumulated other comprehensive loss 15,810 16,571 - -
Net (liability) asset recognized S (7.848) $ 1,478  $(72,219) $(46,940)
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The accumulated benefit obligation for all defined benefit plans
at December 31, 2003 and 2002 was $295.8 million and $136.3
million, respectively. For pension plans with accumulated benefit
obligations in excess of plan assets, the projected benefit obliga-
tion, accumulated benefit obligation and fair value of plan assets
were $263.2 million, $242.4 million and $200.4 million, respec-
tively, at December 31, 2003 and $156.3 million, $136.3 million
and $112.8 million, respectively, at December 31, 2002.

Our principal pension and other postretirement benefit
plans used the following weighted average actuarial assumptions
to determine the benefit obligations at December 31:

2003 2002
Discount rate 6.25% 7.00%
Expected return on plan assets 9.00% 9.00%
Rate of compensation increase 3.30% 3.60%
Health care cost trend rate:
Assumed for next year 10% 11%
Ultimate rate 5% 5%
Year that the ultimate rate is reached 2009 2009

Our expected return on plan assets is determined by the plan
assets’ historical long-term investment performance, current and
expected asset allocation and estimates of future long-term
returns on those types of plan assets.

The components of the net periodic benefit cost for each of the
years ended December 31 are as follows:

Other
Pension Benefits Postretirement Benefits
(Dollars in thousands) 2003 2002 2001 2003 2002 2001
Service cost $10,047 $ 7,787 % 7,653 $2,264 $1,385 $1,778
Interest cost 17,757 10,018 9,472 5,121 3,584 3,640
Expected return on plan assets (15,337) 9,144) (8,754) - - -
Amortization of prior service cost 2,802 2,164 2,108 5 5 15
Amortization of actuarial losses (gains) 1,372 58 93) 320 57 23
Settlement or curtailment loss 149 - 151 - - -
Net periodic benefit cost $10,883 $10,537 $7.710 $5,031 $5,456

$16,790
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Our principal pension and other postretirement benefit plans
used the following weighted average actuarial assumptions to
determine net periodic benefit cost for the years ended
December 31:

2603 2002 2001
Discount rate 7.00% 7.25% 7.50%
Expected return on plan assets  9.00% 9.00% 9.00%
Rate of compensation increase  3.60% 3.60% 3.75%
Health care cost trend rate 11% 9% 9%

The assumed health care cost trend rates have a significant effect
on the amounts reported for the health care plan. A one percent-
age point change in the assumed health care cost trend rates
would have the following effects:

1-Percentage
Point Increase

1-Percentage

(Dollars in thousands) Point Decrease

Effect on service and

interest cost $ 957 $ (762)
Effect on postretirement
benefit obligation 9,693 (8,102)

In December 2003, the U.S. enacted into law the Medicare
Prescription Drug, Improvement and Modernization Act of 2003,
or the Act. The Act introduces a prescription drug benefit under
Medicare, or Medicare Part D, as well as a federal subsidy to
sponsors of retiree health care benefit plans that provide a ben-
efit that is at least actuarially equivalent to Medicare Plan D.

In January 2004, the FASB issued FASB Staff Position, or FSP, No.
106-1, “Accounting and Disclosure Requirements Related to the
Medicare Prescription Drug, Improvement and Modernization Act
of 2003.” Specific authoritative guidance on the accounting for
the federal subsidy is pending, and therefore we have elected to
defer accounting for the effects of the Act as permitted by FSP
No. 106-1. As a result, in accordance with FSP No. 106-1, our
accumulated postretirement benefit obligation and net periodic
postretirement benefit costs do not reflect the effects of the Act
on the plans. Specific authoritative guidance, when issued, could
require us to change previously reported information.

We participate in several multi-employer pension plans which
provide defined benefits to certain of our union employees.
Amounts contributed to these plans and charged to pension cost
in 2003, 2002 and 2001 were $5.7 million, $4.7 million and $4.6
million, respectively.

We also sponsor defined contribution pension and profit sharing
plans covering substantially all employees. Our contributions to
these plans are based upon employee contributions and operat-
ing profitability. Contributions charged to expense for these
plans were $7.7 million in 2003, $6.4 million in 2002 and $6.2
million in 2001.

Plan Assets
The weighted-average asset allocation for our pension plans at
December 31 was as follows:

2003 2002
Equity securities 57% 50%
Debt securities 40% 36%
Cash and cash equivalents 3% 14%
100% 100%

Our investment strategy is based on an expectation that equity
securities will outperform debt securities over the long term.
Accordingly, the composition of our plan assets is broadly char-
acterized as a 58%/42% allocation between equity and debt
securities. This strategy utilizes indexed U.S. equity securities
(which constitutes approximately 85 percent of equity securities)
with a lesser allocation to indexed international equity securities
and indexed investment grade U.S. debt securities. We attempt
to mitigate investment risk by regularly rebalancing between
equity and debt securities as contributions and benefit payments
are made. At December 31, 2003 and 2002, the timing of our cash
contributions resulted in a higher than targeted investment in
cash and cash equivalents.
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Based on current tax law, the minimum required contributions to
our pension plans are expected to be approximately $6.1 million
in 2004. However, this estimate is subject to change based on cur-
rent tax proposals before Congress, as well as asset performance
significantly above or below the assumed long-term rate of return
on plan assets. It has been our practice to make contributions in
accordance with ERISA minimum requirements, except that under
certain circumstances we may make contributions, up to the
extent they are tax deductible, in excess of the minimum amounts
required in order to reduce our unfunded pension liability.

NOTE 13. INCOME TAXES
The components of the provision for income taxes are as follows:

(Dollars in thousands) 2003 2002 2001
Current:
Federal $(1,081) $ 5,527 $11,618
State (194) 843 1,372
- Foreign 3,100 3,549 3,380
Current income
tax provision 1,825 9,919 16,370
Deferred:
Federal 22,885 22,825 12,378
State 2,763 2,325 2,182
Foreign 94 69 (708)
Deferred income
tax provision 25,742 25,219 13,852
$27,567 $35,138 $30,222

The provision for income taxes is included in our Consolidated
Statements of Income as follows:

(Dollars in thousands) 2003 2002 2001

Income before equity
in losses of affiliates $27,743 $36,806 $30,222
Equity in losses of affiliates (176) (1,668) -
$27,567 $35,138  $30,222
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The provision for income taxes varied from income taxes comput-
ed at the statutory U.S. federal income tax rate as a result of the
following:

(Doliars in thousands) 2003 2002 2001
Income taxes computed at

the statutory U.S. federal

income tax rate $24,360 $31,131 $26,644
State income taxes, net

of federal tax benefit 3,174 3,148 2,702
Tax liabilities no

longer required {2,420) — —
Amortization of goodwill - — 1,309
Valuation altowance 1,488 - —
Other 965 859 (433)

$27,567 $35,138 $30,222

Effective tax rate 39.6% 39.5% 39.7%

Deferred income taxes reflect the net tax effect of temporary dif-
ferences between the financial statement carrying amounts of
assets and liabilities and their respective tax bases. Significant
components of our deferred tax assets and liabilities at
December 31 are as follows: )

(Dolltars in thousands) 2003 2002

Deferred tax assets:
Pension and
postretirement liabilities $ 35,421 $ 25,394

Rationalization and other

accrued liabilities 22,247 16,863
AMT and other credit carryforwards 30,089 30,272
Net operating loss carryforwards 27,251 29,226
Other 27,334 10,897

Total deferred tax assets 142,342 112,652

Deferred tax liabilities:

Property, plant and equipment (134,588) (115,494)

Other (9,838) (11,998)
Total deferred tax liabilities (144,426) (127,492)
Valuation allowance {18,713) (6,878)

Net deferred tax liability $ (20,797) $ (21,718)




At December 31, 2003 and 2002, the net deferred tax liability in
our Consolidated Balance Sheets is comprised of current
deferred tax assets of $39.7 million and $29.5 million, respec-
tively, and long-term deferred tax liabilities of $60.5 million and
$51.3 million, respectively.

The valuation allowance in 2003 includes deferred tax assets of
$10.3 million resulting from operations acquired. Subsequent
recognition of these tax benefits, if any, will be allocated to
reduce goodwill of the acquired operations. The valuation
allowance also includes current year losses of certain foreign
operations of $1.5 million, capital loss carryforwards of $4.1 mil-
lion and state and local net operating loss and credit carryfor-
wards totaling $2.8 million.

We file a consolidated U.S. federal income tax return that
includes all domestic subsidiaries except CS Can and Silgan
Egquipment, which file separate consolidated U.S. federal income
tax returns. At December 31, 2003, we had net operating loss car-
ryforwards, or NOLs, of approximately $5.2 million that are avail-
able to offset future consolidated taxable income (excluding CS
Can and Silgan Equipment) and that expire in 2012. At December
31, 2003, €S Can had NOLs of approximately $53.7 million that
are available to offset its future taxable income and that expire
from 2019 through 2022, We believe that it is more likely than
not that these NOLs will be available to reduce future income tax
liabilities based upon estimated future taxable income and the
reversal of temporary differences in future periods.

At December 31, 2003, we had $26.0 million of alternative mini-
mum tax credits and CS Can has $0.3 million of alternative mini-
mum tax credits which are available indefinitely to reduce future
income tax payments. We also had state tax NOLs of approxi-
mately $5.2 million that are available to offset future taxable
income and that expire from 2004 to 2022.

Pre-tax income of our Canadian subsidiaries was $9.4 million in
2003, $11.1 million in 2002 and $10.7 million in 2001, At
December 31, 2003, approximately $36.3 million of accumulated
earnings of our Canadian subsidiaries are expected to be perma-
nently reinvested. Accordingly, ‘applicable U.S. federal income
taxes have not been provided. Determination of the amount of
unrecognized deferred U.S. income tax liability is not practicable
to estimate.

NOTE 14. STOCK OPTION PLANS

We have established a stock option plan, or the Plan, for key
employees pursuant to which options to purchase shares of our
common stock may be granted. The Plan authorizes grants of
non-qualified or incentive stock options to purchase shares of
our common stock. A maximum of 3,533,417 shares may be
issued for stock options under the Plan. As of December 31,
2003, there were options for 496,374 shares of our common
stock available for future issuance under the Plan. The exercise
price of the stock options granted under the Plan is the fair mar-
ket value of our common stock on the grant date. The stock
options granted under the Plan generally vest ratably over a four
to five year period beginning one year after the grant date and
have a term of seven to ten years.

We have also established a stock option plan, or the Directors’
Plan, for non-employee directors pursuant to which options to
purchase shares of our common stock may be granted. The
Directors’ Plan authorizes grants of non-qualified stock options
to purchase shares of our common stock. A maximum of 60,000
shares may be issued for stock options under the Directors’ Plan.
As of December 31, 2003, there were options for 51,000 shares
of our common stock available for future issuance under the
Directors’ Plan. The exercise price of the stock options granted
under the Directors’ Plan is the fair market value of our common
stock on the grant date. The stock options granted under the
Directors’ Plan generally vest six months after the grant date and
have a term of ten years.
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The following is a summary of stock option activity for years
ended December 31, 2003, 2002 and 2001:

Weighted
Average
Options Exercise Price
Options outstanding at
December 31, 2000 1,188,465 $12.71
Granted 100,000 $20.76
Exercised (150,773) 6.82
Canceled - -
Options outstanding at
December 31, 2001 1,137,692 14.20
Granted 151,440 $37.89
Exercised (377,172) 11.41
Canceled (144,600) 15.57
Options outstanding at
December 31, 2002 767,360 19.99
Granted 231,500 $29.18
Exercised (42,200) 15.33
Canceled (29,800) 17.97
Options outstanding at
December 31, 2003 926,860 22.56

At December 31, 2003, 2002 and 2001, the remaining contractu-
al life of options outstanding was 6.7 years, 7.4 years and 7.0
years, respectively, and there were 346,048, 220,280 and
402,372 options exercisable with weighted average exercise
prices of $18.71, $17.88 and $12.26, respectively.

The following is a summary of stock options outstanding and
exercisable at December 31, 2003 by range of exercise price:

Outstanding Exercisable
Remaining Weighted Weighted
Range of Contractual  Average Average
Exercise Life  Exercise Exercise
Prices Number (Years) Price Number Price
$7.25-59.81 42,000 66 5884 19600 $ B8.77
11.63 - 17.00 402,920 6.1 14.26 206,360 14.35
20.25 - 30.19 175,500 6.6 22.31 80,500 22.99
31.90 - 42.22 306,440 7.6 35.50 39,588 37.67

926,860 346,043

The weighted average fair value of options granted was $16.08,
$25.49 and $14.01 for 2003, 2002 and 2001, respectively.
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The fair value was calculated using the Black-Scholes option-
pricing model based on the following weighted average assump-
tions for grants made in 2003, 2002 and 2001:

2003 2002 2001
Risk-free interest rate 3.7% 5.4% 4.5%
Expected volatility 56.7% 59.6% 60.3%
Dividend yield - - —
Expected option life (years) 6 8 8

NOTE 15. CAPITAL STOCK

Our authorized capital stock consists of 100,000,000 shares of
common stock, par value $.01 per share, and 10,000,000 shares
of preferred stock, par vatue $.01 per share.

Our Board of Directors previously authorized the repurchase of
up to $70.0 million of our common stock from time to time in the
open market, through privately negotiated transactions or
through block purchases. Qur repurchases of common stock are
recorded as treasury stock and result in a charge to stockholders’
equity. As of December 31, 2003, we had repurchased 2,708,975
shares of our common stock for $61.0 million.

NOTE 16. EARNINGS PER SHARE
The components of the calculation of earnings per share are as

follows:
(Dollars and shares in thousands) 2003 2002 2001
Net income $42,034 $53,808 $41,765
Weighted average number
of shares used in:
Basic earnings per share 18,249 18,135 17,777
Assumed exercise of
employee stock options 165 242 304
Diluted earnings per share 18,414 18,377 18,081

Options to purchase 135,940 to 233,440 shares of common stock
at prices ranging from $22.13 to $42.22 per share for 2003,
16,494 to 174,223 shares of common stock at prices ranging
from $25.15 to $42.22 per share for 2002 and 172,826
to 842,289 shares of common stock at prices ranging from




$11.63 to $36.75 per share for 2001 were outstanding but were
excluded from the computation of diluted earnings per share
because the exercise prices for such options were greater than
the average market price of the common stock and, therefore, the
effect would be antidilutive.

NOTE 17. RELATED PARTY TRANSACTIONS

Prior to 2003, pursuant to management services agreements, or
the Management Agreements, entered into between each of
Holdings, Containers and Plastics and S&H Inc., or S&H, a com-
pany wholly owned by R. Philip Silver, the Chairman and Co-Chief
Executive Officer of Holdings, and D. Greg Horrigan, the
President and Co-Chief Executive Officer of Holdings. S&H pro-
vided Holdings and its subsidiaries with general management,
supervision and administrative services. The parties to the
Management Agreements agreed to terminate the Management
Agreements effective January 1, 2003. As a result, Messrs. Silver
and Horrigan became employees of Holdings effective January 1,
2003, and neither Holdings nor its subsidiaries made any pay-
ment in 2003 under the Management Agreements.

In 2002 and 2001, in consideration for its services, S&H received
a fee in an amount equal to 90.909 percent of 4.95 percent of our
consolidated EBDIT (as defined in the Management Agreements)

until our consolidated EBDIT had reached the scheduled amount .

set forth in the Management Agreements, plus reimbursement
for all related out-of-pocket expenses. We paid $5.2 million and
$5.1 million to S&H under the Management Agreements in 2002
and 2001, respectively. These payments to S&H were allocated,
based upon EBDIT, as a charge to income from operations of
each of our business segments.

During 2001, The Morgan Stanley Leveraged Equity Fund II, L.P.,
an affiliate of Morgan Stanley & Co. Incorporated, or Morgan
Stanley, held a significant amount of our common stock.
Additionally, Mr. Abramson, a Managing Director of Morgan
Stanley, served as a director of Holdings until July 2003. In 2001,
we paid Morgan Stanley $0.5 million for financial advisory serv-
ices. In 2003, 2002 and 2001, we entered into natural gas swap
agreements with Morgan Stanley Capital Group, Inc., or MSCG,
an affiliate of Morgan Stanley, for an aggregate notional principal
amount of 0.8 million, 0.8 million and 1.0 million MMBtu of nat-
ural gas. During 2003, 2002 and 2001, an aggregate notiona!l

principal amount of 0.9 million, 0.9 million and 0.1 miilion
MMBtu, respectively, of these natural gas swap agreements were
settled under which we received $1.2 million in 2003 from MSCG
and paid insignificant amounts to MSCG in 2002 and 2001. In
2003, we paid Morgan Stanley and Morgan Stanley Senior
Funding, Inc., an affiliate of Morgan Stanley, a combined $2.2
miltion in underwriting fees related to the issuance of the 63.%
Notes and the Credit Agreement. In 2002, we paid Morgan
Stanley and Morgan Stanley Senior Funding, Inc. a combined
$4.9 million in underwriting fees related to the Credit Agreement
and the add-on issuance of the 9% Debentures.

Landstar System, Inc. provided transportation services to our
subsidiaries in the amount of $1.1 million, $0.4 million and $0.7
million in 2003, 2002 and 2001, respectively. Mr. Crowe, a direc-
tor of Holdings, is the Chairman of the Board, President and Chief
Executive Officer of Landstar System, Inc.

MOTE 18. BUSINESS SEGMENT INFORMATION

We are engaged in the packaging industry and report our results
in two business segments: metal food containers and plastic con-
tainers. The metal food containers segment manufactures steel
and aluminum containers for human and pet food and metal,
composite and plastic closures for food and beverage products.
The plastic containers segment manufactures custom designed
plastic containers, tubes and closures for personal care, health
care, pharmaceutical, household and industrial chemical, food,
pet care, agricultural chemical, automotive and marine chemical
products. These segments are strategic business operations that
offer different products. Each are managed separately because
each business produces a packaging product requiring different
technology, production and marketing strategies. Each segment
operates primarily in the United States. There are no inter-seg-
ment sales, The accounting policies of the business segments
are the same as those described in Note 1.

After contributing our metal closures business to the White Cap
joint venture in 2001, we reported the results of that business
separately for periods prior to the formation of White Cap. After
our acquisition of White Cap in 2003, we report the results of
Silgan Closures as part of our metal food container business.
Therefore, for 2001 we have included the results of the metal clo-
sures business with our metal food container business.
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Information for each of the past three years for our business
segments is as follows:

Metal Food Ptastic

Containers(t) Containers(2) Corporate Total
2003
Net sales $1,750,510 $561,655 $ - $2,312,165
Depreciation and amortization 70,349 40,925 40 111,314
Segment income from operations 125,938 48,010 (5,856) 168,092
Segment assets 1,081,463 499,848 - 1,581,311
Capital expenditures 67,610 38,294 8 105,912
2002
Net sales $1,486,950 $501,334 $ - $1,988,284
Depreciation and amortization 59,435 36,225 55 95,715
Segment income from operations 120,587 52,916 (5,563) 167,940
Segment assets 901,628 472,549 - 1,374,177
Capital expenditures 82,836 36,287 37 119,160
2001
Net sales . $1,447,396 $493,598 $ — " $1,940,994
Depreciation and amortization 57,572 37,864 95 95,531
Segment income from operations 111,628 45,992 (5,209) 152,411
Segment assets 856,336 454,104 — 1,310,440
Capital expenditures 55,630 37,340 72 93,042

(1) Segment income from operations for the metal food container business includes rationalization charges of $1.2 million in 2003, rationaliza-
tion credits of $5.4 million in 2002 and net rationalization charges of $5.8 million in 2001. Depreciation and amortization and segment income
from operations include goodwill amortization of $2.3 million in 2001.

(9 Segment income from operations for the plastic container business includes rationalization charges of $7.8 million in 2003, a rationalization
credit of $0.2 million in 2002 and a rationalization charge of $3.5 million in 2001. Depreciation and amortization and segment income from
operations include goodwill amortization of $2.7 million in 2001.

Total segment income from operations is reconciled to income Total segment assets at December 31 are reconciled to total

before income taxes and equity in losses of affiliates as follows: assets as follows:
(Dollars in thousands) 2003 2002 2001 (Dollars in thousands) 2003 2002
Total segment income Total segment assets $1,581,311 $1,374,177
from operations $168,092 $167,940 $152,411 Other assets 39,773 29,781
Interest and other Total assets $1,621,084 $1,403,958
debt expense 28,034 74,772 81,192
Gain on assets contributed
to affiliate - - 4,908

Income before income
taxes and equity in
losses of affiliates $ 70,058 $93,168 $ 76,127
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Financial information relating to our operations by geographic
area is as follows:

(Dollars in thousands) 2003 2002 2001
Net sales:
United States 32,241,204 $1,928,058 $1,882,114
Canada 65,419 60,226 58,880
Mexico 5,542 — -
Total net sales $2,312,165 $1,988,284  $1,940,994
Long-lived assets:
United States $ 985,591 $ 824,571
Canada 28,058 22,656
Mexico 6,622 -
Total long-lived
assets $1,020,271 $ 847,227

Net sales are attributed to the country from which the product
was manufactured and shipped.

Sales of our metal food containers segment to Nestlé Food
Company accounted for 9.5 percent, 12.1 percent and 10.8 per-
cent of our consolidated net sales during 2003, 2002 and 2001,
respectively. Sales of our metal food containers segment to
Campbell Soup Company accounted for 11.1 percent, 11.4 per-
cent and 12.2 percent of our consolidated net sales during 2003,
2002 and 2001, respectively. Sales of our metal food containers
segment to Del Monte Corporation accounted for 10.8 percent,
9.9 percent, and 10.1 percent of our consolidated net sales dur-
ing 2003, 2002 and 2001, respectively.

MOTE 19. QUARTERLY RESULTS OF OPERATIONS (UMAUDITED)
The following table presents our quarterly results of operations
for the years ended December 31, 2003 and 2002:

(Dollars in thousands,

except per share data) First Second Third Fourth
20030
Net sales $454,377 $545,240 $760,971 $551,577
Gross profit 49,597 70,195 102,196 63,490
Net income (loss) 4,166 13,538 26,763 (2,433)
Basic net income

(loss) per share®  $0.23 $0.74 $1.47 $(0.13)
Diluted net income

(loss) per share () 0.23 0.74 1.45 (0.13)
2002
Net sales $424,256 $456,249 $640,854 $466,925
Gross profit 52,487 57,427 81,234 47,405
Net income 11,343 10,075 26,198 6,192
Basic net income

per share ® $0.63 $0.56 $1.44 $0.34
Diluted net income

per share) 0.62 0.55 1.42 0.34

(W Net income for the third and fourth quarters of 2003 includes
rationalization charges of $7.6 million and $1.4 million, respective-
ly. Net income for the third and fourth quarters of 2003 includes a
loss on early extinguishment of debt of $1.0 mitlion and $18.2 mil-
lion, respectively.

@ Net income for the first, third and fourth quarters of 2002 includes
rationalization credits of $2.3 million, $2.6 million and $0.7 mil-
lion, respectively. Net income for the second quarter of 2002
includes a loss on early extinguishment of debt of $1.0 million.

(®)Earnings per share data is computed independently for each of the
periods presented. Accordingly, the sum of the quarterly earnings
per share amounts may not equal the total for the year.
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Year Ended December 31, 20030 2002 2001 20000) 1999
(Dollars in millions, except per share data)

OPERATING DATA:

Net sales $2,312.2 $1,988.3 $1,941.0 $1,877.5 $1,892.1
Cost of goods sold 2,026.7 1,749.7 1,700.7 1,648.3 1,656.7
Gross profit 285.5 238.6 240.3 229.2 235.4
Selling, general and administrative expenses 108.4 76.2 78.6 72.1 75.0
Rationalization charges (credits) 2.0 (5.6) 9.3 - 36.1
Income from operations 168.1 168.0 152.4 1571 124.3
Interest and other debt expense before loss

on early extinguishment of debt 78.8 73.8 81.2 91.2 86.1
Loss on early extinguishment of debt © 19.2 1.0 - 6.9 -
interest and other debt expense 98.0 74.8 81.2 98.1 86.1
Gain on assets contributed to affiliate - — 4.9 — -

Income before income taxes and equity in

losses of affiliates 70.1 93.2 76.1 59.0 38.2
Provision for income taxes 27.8 36.8 30.2 231 14.3
Income before equity in losses of affiliates 42.3 56.4 45.9 35.9 23.9
Equity in losses of affiliates {0.3) 2.6) 4.1) (4.6) —
Net income $ 420 $ 53.8 $ 418 $ 313 $ 239

PER SHARE DATA:
Basic net income per share $ 230 $ 297 $ 235 $ 177 $ 135

Diluted net income per share S 2128 $ 293 $ 231 $ 1.74 $ 132

SELECTED SEGMENT DATA: @

Net sales:
Metal food containers $1,750.5 $1,487.0 $1,447.4 $1,478.5 $1,541.6
Plastic containers 561.7 501.3 493.6 399.0 350.5
Income from operations:
Metal food containers 126.0 120.6 111.6 123.9 88.2
Plastic containers ® 48.0 52.9 46.0 36.9 40.0
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Year Ended December 31, 2003@ 2002 2001 20000®) 1999
(Dollars in millions, except per share data)

OTHER DATA: )

Capital expenditures $ 105.9 $ 119.2 93.0 $ 89.2 $ B87.4
Depreciation and amortization ® 111.3 95.7 95.5 89.0 86.0
Net cash provided by operating activities 234.9 163.3 143.0 95.1 143.3
Net cash used in investing activities (310.0) (117.2) (59.8) (218.5) 84.9)
Net cash provided by (used in) financing activities 28.8 (5.7) (85.3) 141.0 (60.7)
BALANCE SHEET DATA (AT END OF PERIOD):

Goodwill, net $ 202.4 $ 1415 $ 1415 $ 153.0 $ 107.6
Total assets 1,621.1 1,404.0 1,311.8 1,383.8 1,185.3
Total debt 1,002.6 956.8 944.8 1,031.5 883.3
Stockholders’ equity (deficiency) 120.8 63.1 15.1 (20.4) (48.7)

@ In January 2003, we acquired Thatcher Tubes. In March 2003, we acquired the remaining 65 percent equity interest in White Cap that we did
not already own. In Aprit 2003, we acquired Pacific Coast Can.

(®)In October 2000, we acquired RX! Holdings, Inc.

© Effective January 1, 2003, we adopted SFAS No. 145, “Rescission of FASB Statements No. 4, 44 and 64, Amendment of FASB Statement
No. 13, and Technical Corrections.” Among other provisions, SFAS No. 145 rescinds SFAS No. 4, “Reporting Gains and Losses from
Extinguishment of Debt,” such that gains or losses from the extinguishment of our debt will no longer be classified as extraordinary items.
Upon adoption in 2003, the extraordinary items for losses on early extinguishment of debt of $1.0 million and $6.9 million before income
taxes recorded for 2002 and 2000, respectively, were reclassified to loss on early extinguishment of debt in our Consolidated Statements

of Income.

(@) After contributing our metal closures business to the White Cap joint venture in 2001, we reported the results of that business separately for
periods prior to the formation of White Cap. After our acquisition of White Cap in 2003, we report the results of Silgan Closures as part of our
metal food container business. As a result, for 2001, 2000 and 1999 we have included the results of the metal closures business with our
metal food container business. The metal closures business had net sales of $46.3 million, $90.8 million and $101.6 million and income from

operations of $3.3 million, $3.7 million and $3.7 million in 2001, 2000 and 1999, respectively.

() Income from operations of the metal food container business includes rationalization charges of $1.2 million in 2003, rationalization credits
of $5.4 million in 2002, net rationalization charges of $5.8 million in 2001 and rationalization charges of $36.1 miltion in 1999.

® Income from operations of the plastic container business includes rationalization charges of $7.8 million in 2003, a rationalization credit of

$0.2 million in 2002 and a rationalization charge of $3.5 million in 2001.

(8 Depreciation and amortization excludes amortization of debt issuance costs. Depreciation and amortization includes goodwill amortization
of $5.0 million, $4.2 million and $3.9 million in 2001, 2000 and 1999, respectively.
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CORPORATE AND SHAREHOLDER INFORMATION

SILGAN HOLDINGS INC.

STOCK INFORMATION AND SYMBOL

Qur Common Stock is listed on the Nasdaq National Market
System and is traded under the symbol “SLGN.” As of March 1,
2004, there were approximately 61 holders of record of our
Common Stock.

LI STED

QUARTERLY STOCK INFORMATION

The following table sets forth the high and low closing sales
prices of our Common Stock as quoted by the Nasdaq National
Market System for the periods indicated below:

2003 High Low
First Quarter $25.95  $19.50
Second Quarter 31.56 22.43
Third Quarter 33.91 27.60
Fourth Quarter 43.79 31.00
2002 High Low
First Quarter $34.04 $21.40
Second Quarter 42.83 33.27
Third Quarter 42.14 24.35
Fourth Quarter 29.88 18.41
DIVIDENDS

We have never declared or paid cash dividends on our Common
Stock. We currently retain all available funds for use in the
operation and expansion of our business and do not pay cash
dividends on our Common Stock. Any future determination to pay
cash dividends will be at the discretion of our Board of Directors
and will be dependent upon our consolidated results of opera-
tions and financial condition, applicable contractual restrictions
and other factors deemed relevant by our Board of Directors. We
are allowed to pay cash dividends on our Common Stock up to
specified limits under our senior secured credit agreement and
our indenture for our 6°4% Senior Subordinated Notes due 2013.
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FORM 10-K

We will provide to our shareholders without charge a copy of our
2003 Annual Report on Form 10-K, excluding exhibits, as filed
with the Securities and Exchange Commission. Requests should
be made in writing and addressed to the Corporate Secretary at
the Company’s office or made through the Company’s website.

COMPANY OFFICE

Silgan Holdings Inc.

4 Landmark Square, Suite 400

Stamford, Connecticut 06901-2596

Main Tel. No.: (203) $75-7110

Investar Relations Tel. No.: (203) 406-3160
Website: www.silgan.com

TRANSFER AGENT AND REGISTRAR
The Bank of New York

Shareholder Relations Department
P.0. Box 11258

Church Street Station

New York, New York 10286

Tel. No.: (800) 524-4458

Wehsite: www.stockbny.com

INDEPENDENT AUDITORS
Ernst & Young LLP

1111 Summer Street
Stamford, Connecticut 06905
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